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PREFACE. 


In the following pages an attempt is made. to describe 
some of the activities of co-operators in many lands. The 
importance of co-operation in is international aspects is 
increasing and is bound to increase still more during the next 
few vears. Vhe operations of commercial trusts and trade 
combinations of various kinds are international in scope and 
their influence can be countered only by international action 
on the part of co-operators. Moreover, it is evident that the 
problems for which the co-operative movement in various 
countries is seeking to find a solution cannot be solved in any 
one country. The co-operation of co-operators everywhere 
has become an imperative necessity. 

The econonic circumstances created by the war are com- 
pelling the peoples of all lands to think co-operatively. War- 
time experience has demonstrated the need for international 
co-operation on an extended scale. It 1s well known that 
adequate food supplies could not have been satisfactorily 
provided for Britain apart from the co-operation of the Allied 
Powers acting through an inter-allied committee representing 
several countries. International co-operation on simular lines 
is to-day even more necessary. Indeed, the League of 
Nations, of which such high hopes are entertained, is virtually 
a co-operative society of nations which can attain success 
only if co-operative principles are applied in international 
relationships. 

The application of co-operative principles in international 
affairs will depend to a great extent upon the efforts of co- 
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operators, who are convinced of their value and are the 
persons best fitted to apply them. Joint action between the 
co-operators of various countries will undoubtedly pave the 
way for larger schemes of joint action between the members 
of the League of Nations. If, however, co-operators are to 
co-operate with their fellow-co-operators in other lands they 
must first of all know something of the co-operative move- 
ment in countries other than their own. It is for the purpose 
of spreading a knowledge of co-operative activities and their 
form of organisation in different countries that the present 
work has been prepared. 

In this volume the societies described are classified 
according to the nature of their activities; a second volume, 
shortly to be published, will continue the description in 
greater detail for each country. In addition, a special series 
of books, each of which will deal with the co-operative move- 
ment in ‘a single country, will also be published by the 
Publications Department of the Co-operative Union. Books 
on Co-operation in Denmark, Ireland, and Scotland, are now 
in the press, and these will be followed by several others: 
The present volume will serve as a suitable introduction to 
the study of co-operation the world over. Its pages show that 
the co-operative movement knows no national frontiers, and it 
will be seen that, despite many differences in the structure and 
trading methods of co-operative organisations, men in all 
countries have found that the application of the co-operative 
principle alone can enable them to solve the social and 
economic problems of our time. 

The opinions expressed in the book are those of the writers 
and are not to be taken as an official expression of opinion of 
the Co-operative Union or as a statement of policy adopted 
by it. 

August, 1979, . 
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CHAPTER I. 


Principles and Organisation of the Co-operative 
Movement. 


HE task which we have set ourselves is to study a 
form of economic organisation which is _ termed 
co-operation. The word is used in ordinary speech in several 
senses. People are said to co-operate—or work together— 
to secure, let us say, a legislative reform or some other desired 
end. But the sense in which the term is used by economists 
is a narrower one, restricted to a special form of economic 
organisation in which people work together for definite 
business purposes under certain definite business rules. 
Before we consider what special meaning is given to this use 
of the word co-operation we may profitably ask ourselves 
something about the part which association plays in industry 
and commerce. 

We are accustomed, in ordinary life, to think of the 
principle of competition rather than that of association as 
being the underlying principle of the modern industrial 
structure. Most of the earlier economists indeed gave a 
certain authority to this view. But when we examine the 
working of our industrial system we cannot fail to perceive 
that competition is not really its essential foundation. 
Competition there is, and we must not lose sight of the 
part which it plays; but it only begins after the principle 
of association has had full play. We have only to picture to 
ourselves the sort of industrial system which a number of 
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competing Robinson Crusoes would achieve, and to compare 
it with our own, to see that it 1s a necessary condition of 
industrial or business efficiency that men should work 
together. Our banks and our railways compete with each 
other ; but they maintain clearing-houses to facilitate their 
joint working. In like manner the whole industrial system 
is associative as well as competitive. It is not, therefore, 
the mere fact that the special subject of which we treat 
involves association that makes it necessary to study it 
as a subject of descriptive economics. 

What then is it which distinguishes the theory of co- 
operative association from that of other associations for 
the purpose of carrying on business undertakings ? We 
shall find it convenient at the outset in clearing our minds 
on this point to consider one type of co-operative enterprise 
which economists consider as representative of co-operation 
in its fullest form; but, meanwhile, we must make the 
reservation that, for reasons which we shall afterwards have 
to study, this form is not that most widcly adopted as yet. 
Suppose a number of skilled workers in some trade-~say in 
printing or in boot-making come together with their 
Savings, and determine to form themselves into an association 
for the carrying on of their trade, each man, in so far as the 
ultimate government of the society is concerned, being on 
an equality with every other man; suppose, further, that 
the profits of the business—the difference in this case between 
the cost of production and the wholesale selling price—-are 
divided amongst the members, not in proportion to cach 
man’s capital holding, but in proportion to his output (or by 
reference to some similar standard) ; then this business under- 
taking would be termed co-operative, and we shall see that 
the term co-operation is applied to enterprises founded on 
similar principles. 

If we contrast such an association with that form of 
association which is commonly termed a joint-stock company, 
we Shall understand the meaning of one of the formule 
often used in contrasting the co-operative with other business 
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forms of association; that co-operative undertakings are 
unions of persons, whilst joint-stock and similar enterprises 
are unions of capital. In the co-operative society which 
we are studying, the members are at orice shareholders and 
workers. They employ capital and pay it a fixed rate of 
interest. In the joint-stock enterprise, the shareholders are 
not the workers; they provide the capital, and with it 
employ the workpeople at fixed rates. In the co-operative 
society of producers the profits, after capital has been paid its 
fixed rate of interest, go to reward the worker members ;* in 
the joint-stock enterprise, after the workers have been paid 
their wages, the profits go to reward the holders of capital. 
Thus in the co-operative system of association, the workers 
employ capital and undertake the risks of the business, while 
in the capitalist system the capitalist employs the workers and 
undertakes the risks. Further, in the capitalist, or joint- 
stock, system of association the profits go to reward the 
undertakers in proportion to the amount of capital held by 
them, and the power of influencing the government of the 
association is in direct proporiion to the amount of share 
capital owned by each of them; but in the co-operative 
society, in which capital is regarded merely as an instrument 
of production, the power of influencing the government of the 
society is equalised amongst all the members, each having 
one vote and no more, however much or little he may share 
in bearing the risks. 

So far, we have been examining a difference of structure 
between these two forms of association for business. We 
have now to consider a vital difference of principle. The 
success of joint-stock enterprise depends upon successful 
competition with other enterprises of a similar nature. Each 
company is an individual concern taking advantage of the 
free competition which is theoretically supposed to exist 
in our industrial system. It is independent of its neighbours. 
The co-operative system does not encourage this doctrine 


*In practice many of these societies distribute their profits to 
labour, capital and custom in varying proportions. 
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of individualism.* It is part of the theory of those who 
practise this form of association that each society should 
be a unit in a system of similar societies federated for common 
action and not designed to compete with one another. When 
we come to deal with the various types of co-operative enter- 
prise we shall see that these federations take care to prevent 
the entrance of competition by bringing pressure to bear on 
persons desirous of starting a co-operative enterprise which 
would be likely to enter into competition with another in 
its neighbourhood. But we shall also see that although 
the theory of those who co-operate is that competition should 
be avoided, yet in actual practice competition takes place, 
particularly in the case of co-operative societies for pro- 
duction. This, however, does not mean that the theory 
is unsound or has broken down. We shall see that the 
reason is to be found in the lack of that complete organisation 
of industry for which co-operators strive. If the demand 
of consumers organised in co-operative societies were made 
upon producers similarly organised, it would be possible to 
eliminate the competition that now exists within the co- 
operative system. That is the theory which co-operators 
hold and the end which they wish to attain. 

If, then, we hear it said that the difference between the 
co-operative and other forms of association for business 
purposes is that the one is non-competitive and the other 
competitive, we must be on our guard against accepting 
the statement literally. lf it 1s meant as an indication of 
the theory of co-operation, it is true; but, if it is meant 
to describe actual conditions as they are, it is certainly not 
true. The aim has been but imperfectly attained. We 
must take care in our study of the co-operative theory to 
keep this aim before our mind as being one of the central 
principles of the co-operative system of industry; and we 
must remember when we come to actual examples of co- 


* We must not be taken as meaning that co-operation is contrary 
to the development of individuality of personal character—a matter 


which will be dealt with later. 
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operative work that the movement, though well advanced 
in many respects is, necessarily, but in its commencement 
so far as the realisation of its main principles is concemed. 

How far then is it truc that the actual wealth produccr 
is himself the undertaker of his business ? We must lcave 
aside for the moment the case of those co-operators who, 
while they combine to purchase the necessaries of life, are 
not themselves employed in a co-operative business, but 
are units in the “ capitalistic ’’ industrial system. We shall 
see, however, that these co-operators are also developing 
towards the control of industry by finding employment for 
their members, not only in the retail trade but also in pro- 
ductive departments, and even in the ownership and cultiva- 
tion of land. 

In several co-operative enterprises, the wealth-producer 
stands in a relation to the undertakers of the business very 
little different from that held by a worker in a joint-stock 
company. It is so, for example, in many consumers’ societies. 
He probably receives more consideration and a better wage ; 
but that is all. He is an employce, not necessarily a member. 
In most societies, he is encouraged to be a member, and 
welcomed as such, but he may be ineligible for a seat on the 
committee and therefore, although he has a voice in the 
control of the society, he may not look forward to shaping 
its policy, or getting that training in business administration 
which is the valuable part of committee work. 

In giving this picture of the status of the employee or 
producer of services, we are not making a criticism ; we are 
merely stating a fact. There are reasons for the existence 
of such a status; one is to be found in a fundamental 
difference of policy and theory betwecn two schools of 
co-operators ; the second is to be found in certain administra- 
tive difficulties which occur in practice. The difference of 
theory lies in the fact that one school of co-operators holds 
that the consumer, and not the producer, should be the 
controller of industry. This is called the ‘‘ consumers’ ”’ or 
“federalist,” theory; while the other doctrine that the 
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producer should control is known as the “ individualist” 
or ‘“‘ producers’ theory. 

The two opposing theories are so important and require 
such careful examination that we shall consider them in the 
next chapter. Here, we may note that the theory of con- 
sumers’ control is held by the majority of co-operators 
outside the agricultural industry; and the status of the 
worker in most societies 1s naturally that of a wage-earncr. 
We may note, also, that in most societies in which agricultural 
producers combine to iurn their raw material into a finished 
product, as in creameries and bacon factories, those who 
actually do the work of conversion—-the dairy maids and 
operators---are not members of the society; they are, in 
fact, wage-earners employed just as they might be by a 
joint-stock company. The cause of this is the adminis- 
trative difficulty to which we have alluded above. It has 
been found hard in practice to associate the workers in the 
management of the societies because of friction, petty 
jealousies, and disciplinary difficulties. 

Nevertheless it 1s not to be denied that inasmuch as these 
workers are excluded from a share in the management of 
the societies, the co-operative ideal has not been reached. 
Even in societies which ostensibly hold the doctrine of 
producers’ control, and in which the workers are themselves 
the members, the management is sometimes entirely con- 
trolled by the representatives of consumers’ societies who 
have supplied most of the capital. In some of these societies, 
the worker-members are in a minority on the committee of 
management; in others they are not represented at all. 
The difficulty might be overcome by combining the two 
controls and having a representation of both producer—or 
worker—and consumer; but so far no satisfactory solution 
has been reached. 

We shall see in our study of the co-operative movement, 
as it exists to-day, that many of the enterprises, which are 
conveniently termed co-operative, are far from satisfactory 
when examined in the light of true co-operative principles. 
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For the general economist, these enterprises would be classed 
as examples of partial or incomplete co-operation. But as’ 
we are surveying the whole field of co-operative effort, such 
enterprises will come under our review with a necessary 
reservatiou as to their claim to be called fully co-operative. 
Nor must we forget that, although in structure there may be 
defects, the spirit which animates these co-operative bodies 
shows that they have not lost sight of an ethical ideal. 
Let us take, first, concrete examples of whaf actually 
happens in co-operative societies; and we can then see if 
we can discover some underlying idea which is different 
from that on which nou-co-operative association is based. 
We may take first one type of co-operative enterprise 
the co-operative store—-of which there are hundreds of 
examples in Great Britain, and many in other European 
countries. Here we find .an association of persons who 
band themselves together to organise a retail store for their 
own benefit. The first thing to be noticed about their 
constitution is that their membership is open to all, and 
accordingly their share lists cannot be closed. Here is one 
difference from a joint-stock enterprise, in which the share 
list is closed when sufficient capital has been obtained in 
order that the existing shareholder may obtain the best 
possible amouut of profit.* Again, the members of the store 
propose to make savings and not profits—that is to say, 
they do not want to sell to those who are not members in 
order to obtain a profit on their trade; but they want non- 
members to become members in order that all may save 
through the economy which ariscs from collective buying and 
the elimination of the profits which the retailer takes as his 
reward for distribution of goods. Each person must hold 
one share; he need not hold more; and he cannot havea 
greater interest in his society than (in the United Kingdom) 
£200 worth of share capital. Whether he holds one share, or 





* It is, of course, also legally necessary in a joint-stock company 
to fix the limit of capital, and this faet?constitutes an important legal 
difference between the two forms of association. 
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fifty shares, or one hundred shares, he has only one vote 
in the councils of the society, so that the poor man has 
exactly the same right to a voice as his well-to-do brother. 
Again, it is the practice of retail distributive co-operative 
societies to limit the interest on share capital to a rate not 
exceeding five per cent. Here, the intention is to prevent 
the savings of the society going to reward those who invest 
money in it rather than to those who purchase their com- 
modities through its agency. The shares of co-operative 
societies are quoted in no markets, and never rise beyond 
their face value, nor do they ever carry a higher interest 
with increased earnings, or even a fluctuating interest. The 
division of the savings is in proportion to the amount of 
purchases made by each member; and it is a part of the 
creed of some co-operators, but not of all, that some portion 
of the savings should be received by the society’s employees. 
Lastly, transactions of the society are usually for cash only, 
in order to stimulate thrift and self-reliance on the part of 
the members. . 

Let us now take another form of co-operative society 
catering for the needs of a different set of people—let us say, 
a creamery. Here, the members unite to own the means 
of turning the milk produced on their farms into butter, and 
of marketing it as profitably as possible. Yet, here again, 
we have the same rule as to open membership. It would 
often be much more profitable for the members of a creamery 
to close their share list when they were strong enough; and 
indeed, it often involves a certain sacrifice on their part to 
keep their membership open to new comers at a time when 
the original members have borne the burden and heat of the 
day. Here, again, we have a rule limiting the amount of 
share capital which a member may hold and limiting, also, 
the rate of interest which he may receive on his share capital. 
Each member is paid fer his milk at regular intervals— 
usually each month—and, to begin with, a price for his milk 
which is less than the value it will ultimately fetch as a 
manufactured article. The difference in value is. made up 
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at the end of the year; and it represents what is called a 
dividend in the case of a co-operative store, but it is really a 
deferred payment, just as in the co-operative store the so- 
called dividend is really a saving. Finally, the co-operatively 
organised producer in his creamery provides for a bonus to 
his employees, just as does the co-operatively organised 
consumer in many of the retail distributive societies. 

We will take still another type of co-operative enterprise, 
which, as we have said, is regarded by some economists as the 
fullest form of co-operation. A number of pcople who are, 
say, bootmakers by trade, form theniselves into a_ co- 
operative society in order to carry on their work and be 
their own employers. The people who actually make the 
boots are the owners of the society. They elect their com- 
mittee from among themselves; they provide capital, and 
instead of, as one might expect, taking all the profits for 
themselves, they divide the profits between labour, capital and 
purchasers. Their own rules have exactly the same features 
as those we have noted in the other two types of society 
which we have briefly examined. 

It will be seen from what we have said of these threc 
totally differeut types of society that, notwithstanding the 
fact that their personnel is different, that their interests are 
different, and their objects different, there are some features— 
and those the most important features—which are common 
to all. There is an attempt to realise the idea of brother- 
hood and common fellowship, and to eliminate the idea of 
a competitive system. That is the underlying idea which 
distinguishes co-operative from non-co-operative enterprise. 

There are two forms in which what has been called the 
co-operative commonwealth—a society living by co-operative 
methods—has been imagined. One group of co-operators 
considers that the aim of the movement should be the 
creation of a commonwealth in which the organised con- 
sumers own all the means of production and employ them- 
selves. The other school of co-operators holds that the aim 
ought to be more akin to the syndicalist idea, that the pro- 
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ducers organised in their own industries and occupations 
should own the means of production and should exchange 
their goods with consumers co-operatively organised. If 
we can imagine a whole statc so organised there may not 
be really, as we shall see in the next chapter, a great deal of 
difference between the two schools once their final aim is 
achieved. For as everybody—except a negligible few—is 
both producer of something and consumer of many things, 
it is not of great importance whether the control is in the 
hands of consumer or producer. It does indeed in practice 
make some difference, for whereas in the consumers’ theory 
all the consumers would control the producers, in the pro- 
ducers’ theory each set of producers would control its own 
industry. This is a point to ~vhich we must come back in 
our next chapter. 

How far are we justified in believing that this vision of a 
co-operative commonweaJth is possible or realisable ? The 
question is by no means easy to answer. When we look at 
the number of what are called, for convenience, producers’ 
societies—societies of printers or textile workers, for example 
—which have failed, and the difficulty of starting new ones ; 
and when we are faced with the fact that the majority 
of men tend to seek the advantage of the individual much 
more than the advantage of the community, we recognise 
that if a co-operative commonwealth is to be realised, 
workers of every kind will have to approach the problem of 
the distribution of wealth and the control of industry with 
changed ideas, in which the community will have to be held 
greater than the individual. 

We can approach the consideration of this question more 
easily by taking first the case of agricultural communities 
like Denmark and Ireland, rather than highly-organised 
industrial communities like England or America. It will 
at once be seen that whatever the possibilities of completely 
organising an industrial community under the control of 
the consumers, the difficulties encountered in doing the same 
in an agricultural community would be immense ; for when 
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the agriculturist co-operates with his fellows, he does it 
chiefly in his capacity of producer in order to obtain more 
readily and cheaply the goods and services he needs for his 
husbandry. He would find it difficult to accommodate him- 
self to a system in which he would associate in his capacity 
as consumer with the consumer in other industries, to control 
the whole of agricultural and industrial production. 

He would not readily transfer the ownership of his land 
{o some national or local federation of consumers, nor would 
he easily be persuaded that such a system would conduce to 
a sound agricultural economy. How far, then, would it be 
possible to adopt the other expedient, that of an agricultural 
community co-operatively organised, with producers’ control 
and related, by a federation, with a consumers’ organisation ? 
Here, again, we are met with the difficulty of persuading the 
farmer that individual ownership of land is not the best and 
only perfect system. In Ircland and in Denmark, two 
countries in which there is co-operation in the farming com- 
munity, the idea of peasant proprietorship, as it is called, 
is deeply graven on the peoples’ minds. In Roumania, and 
to some extent in Italy, co-operative farming is known and 
practised. By co-operative farming we mean a system by 
which land is worked in common by the members of a 
society. The co-operative idea in such societies is more 
complete than in the societies which exist in Ireland and 
Denmark in which co-operation is adopted for procuring 
the means of producing or disposing of the product, but 
not in production from the land itself. 

If farmers and their families did all their own work on the 
land there might not be in the theory of co-operation much 
objection to individual ownership and working of land with 
co-operatively-organised disposal. of produce and a co- 
operative system for furnishing credit aud the requisities of 
production. But when, as is the case in most countries, 
men are employed as agricultural labourers, the place which 
they are to occupy in the co-operative commonwealth has 
to be taken into account. Jt will not do—again we speak 
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from the standpoint of theoretical principles—to leave the 
labourer contented with the assurance that he can form 
co-operative farming, or allotment, societies in which he 


may work during his leisure. 


It is true that if we are to reach a co-operative common- 
wealth some such makeshift arrangement will exist in one 
or more stages on the way. But we must emphasise the fact 
that such a solution is not a full development of the idea of 
co-operation. If we leave aside this difficulty, we can say 
with some confidence that in agricultural communities the 
co-operative idea and method are more likely to be applied 
and developed than any other method of economic recon- 
struction. It would not be difficult to apply co-operation 
to every phase of the farmer’s business, nor to perfect the 
machinery of federation in order to eliminate the com- 
petition which at present exists between societies making 
such commodities as butter and bacon. If the difficulty of 
co-operative ownership and working of land could be over- 
come we could say that im agricultural communities the 
possibility of realising a co-operative commonwealth was 
not an illusion ; but it is not so easy to deal with the problem 
in a highly specialised industnal community. 


The application of the co-operative system on a large 
scale to our complex industrial system is regarded by many 
economists and thinkers on social subjects as impracticable. 
It is objected that the sense of individual initiative, which 
is supposed to le at the root of high production, will be 
weakeried by a system which is founded upon a communal 
rather than upon an individualistic theory of society. By 
others it is said that it is not fruitful to proceed along the line 
of co-operation, except in so far as it affords a convenient 
way of making economies and eliminating waste in the 
obtaining of domestic requirements. They point out on the 
one hand the failure ot co-operative productive societies, of 
which we have so many examples in Mr. Jones’ book,* and, 


* B. Jones’ ‘‘ Co-operative Production.” Oxford, 1894. 
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on the other, the aloofness, if not somewhat hostile attitude, 
which until recently the trade unions maintained towards a 
co-operative solution of our industrial problem. These facts, 
they consider, constitute a sufficient proof that, on whatever 
lines we are to seek a remedy for the present inequality of 
wealth distribution, it is not along the lines of co-operation 
except to the limited extent described. 

Although it is true that co-operative productive under- 
takings have not proved as successful, on the whole, as the 
advocates of that form of co-operation expected, the causes 
are not to be found in the irfefficiency of the co-operative 
method, but rather in the material upon which it had to 
work and in the circumstances in which the societies were 
founded. The great success of such an example of co- 
operative enterprise as Godin’s Familistére at Guise demon- 
strates that co-operative production on a large scale is 
possible ; and that what is called the self-governing workshop 
can, if the proper conditions are given, be successfully 
administered. Godin certainly devoted an amount of time, 
energy, and money which few men would have given to 
achieve his object ; but this strengthens rather than weakens 
our argument, for the material which he had to mould was 
precisely that average matcrial which, for lack of a Godin, 
caused the failure of so many societies in England. 

The hostility, or indifference, of the trade unious has 
probably been due to the fact that a quasi-co-operative 
method, such as profit-sharing, has sometimes been used by 
joint-stock enterprises to lure away (as the trade unions put 
it) the worker from allegiance to his union, though profit- 
sharing has sometimes developed into a really co-operative 
system. As we shall show at a later stage, such quasi- 
co-operative methods cannot be regarded as coming under 
the theory of co-operation at all: they are not directed to 
change an individualistic to a co-operative system, but 
rather to make the individualistic system more endurable 
to the working classes. 

It must be admitted that the most plausible of these 


16 Co-operation in Many Lanas. 


objections is that, in society as we see it to-day, there is a 
tendency for each man in industry to look forward to the 
time when he can outstrip his fellows and become an 
entrepreneur himself. We must confess that this tendency 
is not wholly absent from a large number of those who 
practise co-operation in its limited forms. A co-operator 
who is enthusiastic in employing co-operation as a means, 
e.g., of obtaining his household requirements, may not be, and 
very often is not, prepared to acquiesce in an application of 
the co-operative idea which would make it impossible for him 
to become the proprietor of a small manufactory. But if, 
by a right system of early training, the same man had been 
made to realise that a purely individualistic system, regulated 
by supply and demand alone, is the cause of a distribution 
of the surplus of production which keeps the masses in 
economic subjection, he would probably be led to apply 
to the whole of the problem, and not merely to the least part 
of it, the principles of co-operation which he professes. 

We are thus brought to the real root of our problem. ‘The 
present industrial system can be altered only if men’s 
desires are altered first. It is assumed that rewards are only 
appreciated by most people if they are capable of being 
measured in material values. While this is true of people 
as we see them, it does not necessarily follow that it is a 
fundamental characteristic of human nature; nor that it 
cannot be changed by a different method of education from 
that under which our people are at present trained. 
Scientists, inventois and artists ever since civilisation 
began have shown that there are some men who look to 
other than material rewards, and who will put forth a 
remarkable amount of exertion and sacrifice without seeking 
for high material gain. Explorers like Nansen or Scott did 
not face the rigours of Arctic weather in order to be able 
to purchase more of thts world’s goods. A painter like 
Dégas might, with his genius, have made himself rich and 
famous in commercial or industrial life, but he chose to be 
a great painter extremely poor. And if, in science, we 
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are met with an Edison who is at once a great inventor and 
a great entrepreneur, we can point to a Finsen, the inventor 
of the rays which bear his name, who sought cheerfully the 
good of his fellows at a cost not only of fortune but of health. 
Why should it be supposed that it is natural and fitting that 
artists and scientists should be animated by a sense of com- 
munal welfare rather than of individual gain, and that it 
should be natural and fitting that men who are engaged in 
business should be actuated in a totally opposite way ? 

The truth is that education on right lincs can give to 
almost anybody a truer vision than that of those who would 
have us see industrial life as a sordid struggle for mastery 
between those who should be the captvins of industry and 
those who compose the armics of workers. We need education 
to give the workers a sense of responsibility, of stability, and 
of oneness with other parts of the community. We need 
it even more to give those who possess the energy and the 
capacity for industrial leadership a larger view of their place 
in human society than the view which sees no other bond 
between themselves and those who produce the goods they 
manufacture or sell, than that which exists between the man 
and his machine. It is true that men regard machines as 
requiring to be maintained and kept in good condition ; but 
there ought to be a higher motive in the relations of men. 

The root of the co-operative idea is that there is a relation 
between business and ethics which is greater than the 
necessary commercial honesty of our present industrial 
system. In a plutocracy we find, however, that the phrase 
“it is uot business” is a sufficient excuse for neglecting 
duties in industrial life, the evasion of which in private life 
would be rightly and spontaneously condemned. If our 
educational system could be so changed as to substitute 
the idea which co-operators express in the formula “ Each 
for all and all for each ’’ for the idea of a war of all against 
all, there is nothing impracticable in applying co-operation 
as a means of reconstructing our industrial life on a more 
equitable basis. Although we may see many defects in the 
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present applications of the co-operative idea, and many 
imperfections in its working, we can take hope from the fact 
that co-operators as a whole show themselves fully alive to 
the importance of education as the supreme factor in making 
possible the triumph of the ideals in which, however 
imperfectly they may act at present, they sincerely believe. 


CHAPTER II. 


Theories of the Relation between Producers 


and Consumers. 


E have seen, in Chapter I., that co-operators are not 

at one in their theories of the methods by which 
co-operation should be applied as a means towards the 
equalisation of present industrial conditions. We shall see, 
when we come to deal with the historical development of 
what is known as the co-operative movement, that it sprang 
from two sources. There was the idea of association for 
the attainment of a common cconomic end, on a basis of 
equality, applied on the one hand by people living in urban 
conditions, and, on the other by agriculturists having to 
face conditions under which they could not hope to succeed 
unless they joined together for common purposes. Those 
who, like the Rochdale Pioneers, applied it to help the urban 
worker to benefit his condition by buying his necessaries 
more advantageously, and those who, like the first Danish 
co-operators, applied co-operation to agriculture, were both 
influenced by the ideas preached by earlier social thinkers 
with communistic views like Robert Owen. But if we are 
to get a clear view of what it is that divides those who hold 
the federalist, or consumers’ theory of control and those 
who hold the individualistic, or producers’ theory in 
co-operation, we must keep our minds fixed upon the fact 
that the co-operative movement has developed upon these 
parallel lines: Co-operation as applied to the agriculturist, 
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who is a producer, and co-operation as applied to the urban 
worker, not in his capacity as a producer, but in his capacity 
aS a consumer. 

At the beginning of co-operation of consumers in England, 
in the rather ambitious schemes of Owen and the pioneers, 
it was not part of co-operative policy that the consumers’ 
societies should have anything to do with production. The 
Rochdale Pioneers were distinguished from those who pre- 
ceded them by their concentration upon a single unambitious 
aim, and by their application of sound common sense in 
working for its attainment. Similarly, those who applied 
co-operation to the development of agriculture and to the 
production of butter and bacon had to devote themselves 
primarily to the iminediate object in view. This was to 
bring the agricultural producer, through co-operation, from 
a state of economic inefficiency to a position in which he 
could develop his agricultural production to a high state of 
efficiency, and could place his product to the best advantage 
upon the market. Whilst they aimed at a product econo- 
mically produced and of high quality, they had not in mind 
any special relation to the market which the co-operatively- 
organised consumers might provide for them. 

When, however, the great increase in the consumers’ 
movement in England led to the formation of a trading 
federation in? the Co-operative Wholesale Socicly, and the 
advantages of wholesale buying were brought home to the 
members of consumers’ societics, men’s minds began to 
move in the direction of manufacturing for the use of the 
societies the goods which they needed, and the Wholesale 
Society added to its trading function that of manufacture. Jn 
manufacture, it found a use for the capital of its constituent 
societies, and its business on this side gradually increased 
until it assumed its present large proportions. It was not 
unnatural that, as the ce-operatively-organised , producers 
in agricultural countries had little or no relation with the 
federation of the co-opcratively-organised corsumers of 
England, the consumers should have regarded their own 
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method of production, through a federation under their 
own control, as a desirable ideal. And, were it not for the 
{act that, side by side with the consumers’ movement and 
its federation, there were growing up societies of industrial 
producers associated in self-governing workshops—printers, 
textile workers, hardware workers—it would not have been 
felt in England that there was any conflict of theory in 
the co-operative world. Nevertheless, the conflict would 
sooner or later have presented itself to those whose eyes 
are set upon ideals of co-operation and upon its future. 
The existence of the two theories side by side made it 
necessary to realise that there was such a conflict. The 
relative dimensions of the opposing forces tended to obscure 
its nature ; for, in England, those who advocated the theory 
of control by the producers were, and are, comparatively 
weak in numbers and achievement, whereas those who 
advocate consumers’ control are considerable both in 
numbers and in the importance of their work. 

Accordingly, the latter are apt to regard their theory 
as that most acceptable to the majority of co-operators ; 
but, apart altogether from the merits of the two theories, 
we must, if we are to have a proper perspective of the 
co-operative movement, take into consideration the fact 
that there exists in Europe a very large body of opinion 
holding the view that producers’ control is the proper 
co-operative method. If we cannot bring these two bodies 
into relation we shall have failed to make the co-operative 
movement a coherent whole, linked up in all its parts. We 
have, In our previous chapter, alluded cursorily to the 
differences between the two schools of co-operative opinion ; 
we must now examine them more closely in order to see 
whether it is possible to take one theory for the whole 
movement; and, if not, whether it is possible to arrive at 
some reconciliation between the two rival doctrines. 

It is not contended by any co-operative thinker that 
societies of consumers for the purchase of commodities are 
not necessary. It is, indeed, common ground to both schools 
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that such societies are an important part of the machinery 
of co-operation. On the other hand, the advocates of con- 
sumers’ control set no limit to the commodities the pro- 
duction of which they desire to control. If they recognised 
that the agriculturist in his production must be left to his 
own methods, the practical conflict would be narrowed 
down to one between industrial producers’ societies and the 
wholesale federation; although the theoretical objection 
to having two unrelated kinds of co-operation would still 
remain. But the advocates of consumers’ control are 
thorough-going and logical. If, they rightly argue, the 
consumer’s ought to be the determining voice in controlling 
production, he ought to control all kinds of production, 
including agriculture. Accordingly, it is the policy of the 
Co-operative Wholesale Society to obtain access to land 
and to produce crops and animal products for the constituent 
societies ; and, therefore, unless some common theory can 
be arrived at, the co-operative movement Is likely to have 
added to its theoretical disunion a practical conflict which 
will rend it in twain. We are therefore not indulging in 
merely theoretical speculation when we state this problem, 
but are dealing with vital practical issues as well. Indeed, 
there has already been one example of this in the unfortunate 
controversy between the Co-opcrative Wholesale Society 
and the Irish Agricultural Organisation Society, when the 
Co-operative Wholesale Socicty established creameries in 
Ireland. The Co-operative Wholesale Society contended 
that there was no violation of the co-operative idea in 
establishing these creameries under consumers’ control. 
The Irish Agricultural Organisation Society argued, from 
the standpoint of producers’ control, that it was not 
good co-operation to have under the control of the con- 
sumers’ movement a manufacture which ought to be the 
property of the producer.» The controversy was no doubt 
embittered by various extrancous considerations which need 
not concern us here; but the real issue was to determine 
which theory was the proper co-operative theory. 


Co-operation in Many Lands. _ 23 


It is worth while at this point to make a digression in 
order to define our terms. What is understood by co-opera- 
tive production, and in what does the co-operation of 
members of a creamery consist ? The issue is not as precise 
as it then seemed to the advocates on both sides to be. In 
a creamery, the process of co-operation is not for the pur- 
pose of producing co-operatively, in the true sense of 
the term as understood by the school of co-operative pro- 
duction. The members of a creamery co-operate, not as 
the members of a co-operative printing society, for example, 
to do the work themselves, but to own the means of pro- 
ducing from their raw material—milk—a finished product—- 
butter. To this end they employ the services of workers, 
just as the ordinary private manufacturer would do. From 
the standpoint of pure theory, therefore, the dispute was 
between consumers co-operatively organised to employ labour 
for the manufacture of a finished product on the one hand, 
and the producers of the raw material co-operatively organ- 
ised to employ labour to the same end on the other. It is 
important that we should have our minds clear as to what 
exactly co-operative production Is. 


Although the issue was not, in reality, a wholly clear one, 
there can be no doubt that in the minds of the contending 
parties the battle was really one between the two schools. 
If the movement had then realised its solidarity ; if it had 
recognised that each side was right, and that what was 
needed was a common policy for the whole movement, 
much good might have resulted and a great deal of work 
which has yet to be done might have been at least under way. 
But the time was not ripe. Before we can say whether the 
time is ripe yet for an agreement on one theory for the whole 
movement, we must survey first the argument and then 
the changes which would be involved. 


The Co-operative Wholesale Societies of England and 
Scotland, in their Annual for I9g02, put their case in the 
following words :— 
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“The real reason why the control of industry, as 
regards the owning and managing of factories, should 
be in the hands of the consumers is because they are 
ultimately the whole community, and they work for the 
interest of all.” | 

In other words, the advocates of consumers’ control believe 
in what is known as the doctrine of production for use and 
not for profit. They hold that because, through their 
societies, they know the demand, and can eliminate the waste 
due to competitive methods, their production can be more 
economical than if it is controlled by the actual producers 
themselves. It is undoubtedly true that the existence of 
a large number of societies with a more or less standardised 
demand makes it possible for the Wholesale federation to 
produce economically ; and it Is also true that the accumu- 
lated reserves of capital in the societies can be profitably 
utilised in the manufacture of goods which they consume, 
with more advantage, probably, to the consumers, than if 
they invested their capital in producers’ societies. The 
advocates of producers’ control, while admitting this, ask 
themselves the question—What constitutes the difference, 
from the standpoint of co-operation, between the Co-operative 
Wholesale Society’s manufacturing department and a Joint 
Stock Company manufacturing the same goods? Let us 
try to answer this question. In the Co-operative Wholesale 
Society the manufactured goods are made, not for private 
profit, but to supply the needs of the co-operatively-organised 
consumers, who receive the benefit of the surplus when the 
necessary charges for management, maintenance, and 
services are met. Inasmuch as the whole community is 
at liberty to come into the consumers’ societies, there is a 
vast difference between this form of manufacture and that 
of the private entrepreneuf, whose profits go to a limited 
number of shareholders. Again, in the Co-operative Whole- 
sale Society, the demand is much better known than it is 
in the case of the private manufacturer. The societies find 
it to their advantage to deal as much as they can with their 
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federation and the federation, therefore, has the advantage 
of manufacturing for a market which is but little affected by 
competition. 

What, however, of the workers ? It is quite true that the 
workers employed by the Co-operative Wholesale Society 
are well treated, and that the conditions under which they 
labour: can challenge comparison with the best private 
employers. But the private employer may be, and often is, 
quite as fair in his treatment of his workpeople; and in 
that case the position of a worker in an ordinary commercial 
enterprise differs in no way from that of a worker employed 
by the co-operatively-organised consumers. This is the 
point upon which the advocates of producers’ control join 
hattle with the upholders of the consumers’ theory. They 
argue that, no matter how well treated the workers inay be, 
it is only by being free to control their own production that 
they, as wealth-makers, can realise the full advantages which 
they are entitled to receive at the hands of those who use the 
wealth they create. They further argue that, even if full 
economic advantages be derived from wealth-production ; if, 
that is to say, fair exchange rates In the form of wages are 
to be obtained by producing under the control of the con- 
sumer, the producer still has a want unsatisfied—he does 
not fecl himself to be, to the same cxtent, his own master, 
as he would if he controlled his own industry im common 
with his fellow-workers. This 1s a psychological want, but 
to admit this, does not make the want any the less real. It 
will be urged that what has been said of the workers in the 
manufacturing department of the consumers’ federation 
applies with equal force to the workers in societies, such as 
creameries, owned by producers. The truth of this con- 
tention cannot be denied for a moment; and it 1s for that 
reason that we called attention above to the kind of 
co-operation which producers owning creameries and similar 
manufactories are associated to practise. Their co-operation 
is for production; but it is not co-operative production ; 
and, with the single exception that it is in their capacity 
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as producers and not as consumers that they associate, 
they are in precisely the same position as the federated 
consumers who own the manufacturing departments of 
their federation. That is why we said that the issue between 
the rival creameries in Ireland was not a really definite one. 
Neither group of creameries was engaged in what the student 
of the theory of co-operation could call co-operative production. 
If co-operation were merely a matter of the application 
of theoretical principles it would perhaps be more consonant 
with its aim if the consumers’ organisations confined them- 
selves to co-operating for distribution and left production 
to co-operatively-organised producers. But the forms under 
which co-operation actually is practised have been produced, 
not by the strict application of principle, but by a combina- 
tion of a principle not always perfectly understood and the 
practical circumstances of those who applied it. We shall 
now pass on to consider what is the relative strength of 
consumer-controlled production, and production carried out 
under the management of the pro_ucers themselves. 
Parily owirg io the difficulties which we have discussed 
in the preceding chapter, and partly owing to the competition 
of the consumers’ manufaciuring departments, the special] 
productive societies in England, although in most cases 
quite successful enterprises of their kind, possess a very 
small volume of trade when compared with that of the 
Co-operative Wholesale Society's manufactories. If we 
exclude agriculture, we find that, of the total output of 
productions in the co-operative movement in Great Britain, 
the consumers control a trade six times as big as that of 
the producers. The eighty-three producers’ societies in 
England and Wales had.a total trade of three million pounds 
sterling in 1917, whilst the production of the Co-operative 
Wholesale Society exceeded eighteen millions sterling. 
Accordingly, if a change wert to be brought about, it would 
be much more likely to be by the absorption of the producers 
by the consumers than by the absorption of the consumers 
by the produccrs. Furthermore, although the producers’ 
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societies are united in a productive federation, the superior 
organisation of the Co-operative Wholesale Society makes it 
impracticable to consider the substitution, in those com- 
modities which the Co-operative Wholesale Society manu- 
factures, of producers’ for consumers’ control. 

It is therefore clear that, however desirable it would be 
to impress the whole co-operative movement with the stamp 
of a single idea, it is, in the present stage of development, 
impossible to do so. But we can profitably consider whether 
a harmony may be found between the two theories; and 
to this end we must consider first whether there are any 
practical limits to the extension of control of production 
by the consumers’ federation. It is evident that the production 
of the Co-operative Wholesale Society is only limited by the 
demand which it has to supply and by its capacity for extend- 
ing its manufacture. In goods which have a restricted 
market, either because of their nature or their quality, the 
productive societies may have a better field. This should 
be so particularly in.the case of luxury articles, which the 
large-scale production of the Co-operative Wholesale Society 
and the general character of its market put out of its range. 

What are the limits to the consumers’ control of agri- 
culture ? It is already part of the settled policy, not only 
of the consumers’ federation, but of the constituent societies, 
that farms should be owned by, and worked for, the con- 
sumer, to produce meat, milk, and vegetables. A number 
of societies in England already possess extensive farms and 
manage them with considerable success, although the 
considerable losses which are occasionally expericnced show 
the difficulties and risks of the undertaking. The Co-opera- 
tive Wholesale Society has decided also to put itself in a 
position to control a milk supply sufficient for the whole of 
its vast membership of consumers, and the federation pro- 
poses, furthermote, to acquire tracts of land in the Dominions 
for the purpose of wheat growing. 

Leaving aside, for the moment, this latter projected 
enterprise, let us consider what is involved in the new 
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agricultural policy. From the point of view of business 
economy, there can be no doubt that the large industrial 
farm has many advantages, and that if the consumers’ 
organisations were merely business organisations it would 
be well for the interests they serve to acquire land, employ 
labour at good wages and benefit their members by the 
economies of large-scale production: But the consumers’ 
federation and the consumers’ societies are not ordinary 
commercial enterprises conforming to ordinary commercial 
ideas of what is involved in business relations. They 
represent a community of men striving towards an ideal, 
and their policy must be examined in the light of that ideal. 
Now in England, as a complement to these societies of urban 
consumers, there exists in the countryside a network of 
societies of agriculturists, co-operating to raise from the 
land as good a subsistence as they can, and to ameliorate 
gradually the social conditions of peasant life. The argument 
applies with more force still to Ireland and to European 
countries of smallholders like Denmark and Finland. It 
may be true that these agriculturists would obtain a greater 
material return in wages from work on an industrial farm 
controlled by consumers than they do from their own small 
holdings, but another factor is to be taken into consideration. 
The smallholder, whether proprietor or tenant of his holding, 
looks upon his land as something more than a mere Instrument 
of production. It is, to him, associated with the whole 
of his life. It is redolent of the associations of his forbears 
and of his friends; and he hopes to hand it down to his 
children and his children’s children. It is, therefore, not 
merely a material but a cultural asset. By uprooting him 
from the soil and making him and his neighbours part of 
a highly-specialised industrial farm system, his material 
position might be improved; but this advantage would be 
heavily outweighed by cultural deterioration. It is true 
that in countries like Belgium, the smallholders live in 
villages and go forth to cultivate their land; but they do so 
as possessors, not merely as labourers. 
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If we are to regard wealth as the sum not merely of material 
and exchangeable things, but In its truer and more vital 
sense as everything that contributes to human welfare, we 
cannot but see that the affection of the peasant for his land 
and his roof-tree is a possession of which he should not be 
despoiled by those who profess the ideals which lie at the root 
of co-operation. The consumers’ movement, when it embarks 
upon a policy of developing agricultural production under 
its own control, is consequently embarking upon something 
more than the acquisition and working of land; and it has, 
therefore, if it wishes to remain co-operative, to acquire 
land the working of which is not likely to injure those other 
co-operators—the smallholders. 

It may be objected that in making this statement we have 
left out of account the fact that in communities in which 
agriculture is predominant, and in which the co-operation 
of agriculturists is highly organised, the condition of the 
agricultural labourer is worse than that of a labourer 
employed by a consumers’ society on its farm. We fully 
admit the fact ; but it is not an objection to our criticism, 
for we are concerned, not with the defecis in the results 
of applying any one thcory, but with the theories themselves. 
Unfortunately, the co-operation both of urban consumers 
and of agricultural and other producers falls far short of the 
ideals of either theory. The lot of the agricultural labourer, 
and his part in the co-operative system, will engage some 
of our attention in the next chapier. It may be asked why, 
in our discussion of the problem which we are considering 
in this chapter we have devoted our attention so much to 
Great Britain and Ireland and have not examined the 
problem in the light of the experience of other countries in 
which co-operation is developed. The reason is not far to 
seek. The consumers’ movement in Great Britain is not 
only the oldest in Europe, but 1s the largest and most pro- 
gressive. In every country of Europe in which consumers’ 
societies are to be found, the example of Great Britain has 
been followed with a fidelity which would be testimony 
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enough in itself, even if not accompanied by a frank and 
hearty acknowledgment of the exemplar which is copied. 
In Denmark, in France, in Germany, in Italy, the model 
rules of the great union of consumers in England—The 
Co-operative Union—have been employed, and the memory 
of the Rochdale Pioneers has been honoured. For a state- 
ment of the problem, therefore, we find it unnecessary to 
travel beyond the confines of Great Britain and Ireland ; 
although when, in the next chapter, we are considering 
what solution is possible we may be able to find some aid in 
considering foreign experience. 

Before we pass to a consideration of the possibility of 
making a practical reconciliation between the consumers’ 
and the producers’ theories of control, we must mention 
one other aspect of the policy advocated by the consumers’ 
federation. It 1s that the consumers’ movement should 
secure control of raw materials, such as coal and iron. Here, 
from the practical point of view, the position is somewhat 
different from that which we have been considering. The 
acquisition of coal mines by the consumers’ federation would 
mean, in practice, a change from the ownership of a company 
to that of a co-operative federation, and the position of the 
miners, who are, for the most part, not likely to form them- 
selves into productive societies to buy and to work the mines 
is not prejudiced by the policy in question. The objections, 
from the point of view of theory, of those who believe in 
producers’ control no doubt hold in this case, as in others ; 
and the fact that an endeavour has been made by the miners 
in one mine to take it over and work it as a co-opcrative 
or syndicalist society would seem to strengthen the objection. 
Under present economic conditions of society, however, it 
does not seem that coal and iron mining is the most likely 
industry for associations of producers to control; and we 
may leave this part of the-programme of the consumers’ 
federation out of account when we come to deal with the 
reconciliation of the two rival theories. 


CHAPTER III. 


Theories of the Relation between Producers and 


Consumers (continued). 


ie the early days of the manufacturing activities of the 
Co-operative Wholesale Society there was no lack of 
warning from some of the leaders of the co-operative move- 
ment, like Mr. Vansittart Neale, against the danger which 
he fores:.w of the federation becoming, on iis mnaufacturing 
side, more a capitalistic than a co-operative concern. The 
reason which determined the Wholesale to embark upon 
manufaciure was that, while the productive societics were 
not strong enough to supply its needs, the private wholesale 
houses began to boycott it, as being a federation of stores 
which entered into competition with what Is sometimes 
rather humorously known as the legitimate trader. 
Vansittart Neale quite realised that, in the condition of the 
times, the Wholesale had to embark upon its manufacturing 
policy ; but, so zealous was he for the principles of co-opera- 
tion that he drew up a scheme, somewhat after the manner 
of Godin’s plan at Guise, by which in due season the workers 
employed in the productive departments might themselves 
become the possessors of the workshops. 

Some of the leaders of the co-operative consumers’ move- 
ment have expressed themselves from time to time as dis- 
satisfied with the theoretical relation of the employees of 
the Co-operative Wholesale Society’s productive departments 
and their organised employees. They feel that although in 
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practice the lot of these workers was much better than it 
would have been in most privately-owned enterprises there 
ought to be a possibility of their exercising more direct 
control than they actually could. It is true that as a member 
of his own store society an employee of the Co-operative 
Wholesale Society can be held to possess a voice in policy 
and management, but to many thinkers this is not enough. 
The profit-sharing scheme which the Co-operative Wholesale 
Society adopted at one time no longer exists, nor can the 
workers become members of the federation as the workers 
of the Scottish Wholesale can. Nevertheless, it is to be 
noted that the constitution of the Co-operative Wholesale 
Society is the cause of the latter inhibition rather than any 
desire to exclude the workers from a voice in determining 
the conditions of their labour. And if the theory of con- 
sumers’ control be sound there is no conflict between the 
theory and the practice of this great trade federation. Its 
attitude, however, in this matter is not accepted by the 
co-operative productive societies as carrying out what to 
them are the true principles of co-operation, and there have 
been in the past many heated discussions at Co-operative 
Congresses and other co-operative meetings between the 
advocates and opponents of the co-partnership form of 
organisation, discussions which impaired the unity of the 
movement. 

Assuming that a complete reversal of policy on the 
part of the Co-operative Wholesale Society is impossible, 
on the one hand, and that, on the other, the productive 
societies have established a right to the fuller form of 
co-operation which they practise, the problem which we 
have to discuss is whether it is possible to harmonise the 
conflicting interests involved so that there may not be a 
discord in the relation of one side of co-operative enterprise 
with another. The problem falls into four parts. We have 
first to consider how the friction and competition between 
the productive societies and the consumers’ federation can 
be eliminated, or at least reduced to a minimum, without 
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the consumers’ federation absorbing the productive societies, 
as its normal tendency would be if it were not checked by 
the best thought of students of co-operation and leaders of 
the movement. We have next to consider how the employees 
of the productive departments of the Co-operative Wholesale 
Socicty can be brought into a genuine co-operative relation 
with their organised employers. We have also to consider how 
the co-operatively-organised agricultural producers and the 
farm-owning consumers’ societies can enter into a~mutual 
relationship. Lastly, we have to consider how the agri- 
cultural labourer can be made part of the co-operative world, 
and not merely an underpaid wage earner as he is at present. 

It is unfortunate that the relations between the pro- 
ductive societies and the Co-operative Wholesale Society of 
recent years have not been very harmonious, It should be 
possible to arrive at some compromise by which ceriain 
productive works could be carried on by the Wholesale 
Societies, and certain others could be left to the producers’ 
societies. This would eliminate the possibility of future 
competition between new departments m the Wholesale 
Society and new societies of producers, but it would not 
end the competition which exists between the present 
producers’ societies and the Co-operative Wholesale Socicty’s 
factories. To do this, it might be possible to arrange 
with the Wholesale to take the output of the productive 
societies up to a certain point, and to limit its own production 
In those goods, if necessary. Against this, it may be urged 
that there is a practical difficulty of price, which brings us 
to a serious phase of the conflict between the two schools. 
The Wholesale Society, representing the consumer, naturally 
wants to buy at the lowest price it can; the organised pro- 
ducers want to sell at the highest price they can; and they 
might be able to obtain a higher price for their goods in the 
competitive market than they would from the Co-operative 
Wholesale Society. 

The same problem meets us in the relations between 
the co-operatively-organised farmers and their producing 
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societies, on the one hand, and the consumers’ stores on the 
other. Hence we find that the greater part of, for example, 
butter manufactured by co-operatively-organised farmers’ 
societies finds its way, not into other co-operative societies 
of consumers, but into the hands of non-co-operative retail 
distributors. If the co-operative movement is ever to 
approach the ideal of a commonwealth, this system must be 
changed, and instead of a fluctuating price, determined only 
by the operation of the law of demand and supply, a price 
must be arranged based upon equitable consideration of the 
producers’ costs on the one hand, and of the consumers’ 
needs on the other. In the pre-war days, when the public 
mind was unaccustomed to controlled prices, it was regarded 
as cconomic blasphemy to suggest any interference with 
what was called the normal working of the law of demand 
and supply ; but the experience of the war has shown that 
it is possible, however imperfect the achievement may be, 
to fix prices by other considerations, so that the consumer 
will not take advantage of the need of the producer, nor the 
producer of the need of the consumer. To apply this to the 
relation between the productive societies and the Wholesale 
Society, if inter-trading is to be accomplished, would require 
a federal arrangement with a joint board to fix prices, but 
where men are animated by the principles which co-operators 
profess, there should be no insuperable difficulty in supplying 
such machinery. We shall sce, later, that in the case of the 
agricultural producer and the consumer it is possible to 
harmonise their apparently conflicting interests by means 
of a jot wholesale society. 

Mr. Greening has put forward proposals for federalis- 
ing, in a somewhat different way, the two sides of 
the co-operative movement* and the machinery we have 
suggested might well form part of his federal scheme. Some 
such board might delimit the spheres of action, for the future, 
of the productive societies and the consumers’ federation, 


* Greening’s ‘‘ Policy of Conciliation for Co-operators ”’ 
(Dublin : Co-operative Reference Library, 1917), 
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and thus make possible a policy of progress and development 
rather than one of friction and absorption. The principle 
of joint control is, indeed, not a new one in the co-operative 
movement, for, as we have seen in the first chapter, in many 
productive societies the consumers hold shares and are 
represented, to our mind In cven too great a degrec, on the 
committees of management. The principle may be criticised 
in the case of the constituent sociciies themselves ; but there 
can be no doubt that the weight of argument 1s in favour 
of it when applied to federations. It is not our province 
in an exposition such as we are making, to outline the details 
of the joint working arrangement which we have suggested. 
The machinery of the Co-operative Union, which is the 
supreme advisory and propagandist federation of the 
co-operative socicties of the United Kingdom, and in which 
are represented not only the co-operative consumers’ societies 
but the co-operative productive societies, the agricultural 
societics and the co-operative wholesale federations, ought 
to be sufficient to bring about such an arrangement. There 
is, at present (Ig1tq), a Survey Committee considering the 
future development of the co-opcrative movement in Great 
Britain, and it may well fall-to its lot to perform for the 
Co-operative Congress the service of working out a policy 
of conciliation which would bring all the parts of the move- 
ment into harmonious relationship. 

We are on somewhat more difficult ground when we 
come to consider what change is possible in the relation of 
the employces of the manufacturing departments of the 
Wholesale Society to the federation itself. Those who belong 
to the school of consumers’ control hold that sufficient regard 
is paid to the co-operative principle when it is open to these 
employees to be members of any constituent society of the 
federation. They urge that, as all the societies are the 
proprietors of the federation and have a voice in its govern- 
ment, the employees who are members of a store share in 
the government of the federation which employs them, 
If we accept this theory as true, the argument is of some 
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alue; but it requires a somewhat close examination before 
we can see how much that value is. If we take the whole 
membership of the consumers’ stores, and look at the 
machinery of government of the Co-operative Wholesale 
Society as a whole, we are forced to the conclusion that, in 
practice, the power which the employces could exercise 
through their membership of constituent societies is very 
small indeed, not only on account of the smallness of their 
number in relation to other members, but also because of 
the not unnatural division of interest which exists between 
them and the vast bulk of the members. Again, even if 
there were no difference of interest, and the workers did 
have, in the way suggested, a real voice in the government, 
it would not be in any sense as useful as if there were a direct 
association between them and the management of their 
departments. Questions of detail, which appear exceedingly 
insignificant when brought up before each quarterly meeting 
with many important issues to solve, may well affect, 
seriously, the interests of a group of workers. If they had 
some direct representation in the management, these matters 
of detail would appear in their proper perspective, and 
could be dealt with on their merits. In Scotland, employees 
are eligible for membership, not merely of constituent 
societies, but of the federation itself, the Scottish Co-operative | 
Wholesale Society, and are granted voting powcr in pro- 
portion to the total membership. If this provision cannot 
be made in the English Wholesale Society, it ought not to be 
impossible to provide for some representation of the employees, 
either upon the Board of Management or on an advisory board 
charged with the duty of conferring with the Board of 
Management on matters which directly concern the interests 
of the workers. 

In some such way as this, the relations between the 
employees and the govefnment of the federations might 
be brought into some kind of harmony with co-opera- 
tive theory. The pioneers of consumers’ co-operation had 
_always present in their minds the idea of a partnership 
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between the consumers and those engaged in production, 
whether of goods or of service. Their concern is shown by 
the fact that the employees of distributive societies are 
eligible for membership and are entitled as members to 
receive a certain share of the savings made by the society, 
usually known as “dividend.’’ With the passing of time, 
many of the original ideals of the pioneers have been for- 
gotten ; but although many of the employees of consumers’ 
stores do not become members, their right to do so has not 
been taken away from them; and the principle of giving 
them, gia workers, some share in the savings has been 
embodied in a rule adopied by many societies. The workers 
in the federations do not, as such, reccive any share of the 
savings made by its operalions ; and many co-operators feel 
strongly that, inasmuch as the employees are primarily 
concerned in the success of the federations’ enterprises, to 
exclude them, as workers, from a share. of these savings, is 
incompatible with the principle of true co-operation. To 
the student of co-operation, the existence, amongst the 
employces of British co-opcrative organisations, of a special 
trade union to protect their interests indicates that there 
is at any rate some difference between principle and practice 
in the movement, 

It is not part of our function to discuss at any length 
the relations betwecn this organisation of co-operative 
employces* and the societies. It 1s enough for us to say 
that, whether or no the employees were justified in thinking 
that a special organisation was necessary to protect their 
interests, whether or no they acted in a spirit consonant 
with that of real co-operation, the existence of such a division 
in the movement considerably weakens not only its economic 
power, but also, and this is far more important, its moral 
influence. Nor is it pleasant to contemplate the fact that 
in co-operative organisations strikes of the workers have 
occurred. These manifestations would not take place if 


* Recently this Union has opened its ranks to other than co-opera- 
tive employees. : 
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proper machinery to give expression to the co-operative 
idea were provided. 

Let us now consider the case of agricultural production. We 
have, on the one hand, the co-operatively-organised farmers, 
and, on the other, the consumers’ retail distributive societies 
which already possess farms and the federation of these 
societies which also proposes to develop this process as far 
as possible. How can the interesis of the consumer and 
producer be harmonised ? From the considerations which 
we have already advanced it is quite clear that the farmer 
cannot be asked, nor, if asked, would he agree, to allow the 
control of agricultural production to fall into the hands of a 
consumers’ organisation, When, too, we consider the nature 
of agricultural operations it does not appear that control by 
bodies, the personnel of which is constantly changing——-we 
refer to the committees of consumers’ socicties, local and 
federal—is likely to conduce to successful farming; and 
unless the co-operative movement is to fall, as the tendency 
now is, into two unrelated and hostile parts, it seems that 
the policy of embarking upon agricultural production under 
consumers’ control will have to be reconciled with farmers’ 
co-operation. The members of consumcrs’ societies must be 
protected against the charging of exorbitant prices for their 
food, and we have already considered one of the ways in 
which this could be done by the sctting up of a Joint Board 
to fix prices. This board might either be a link between 
the consumers’ federation and the agricultural producers’ 
federation, or it might be part of the machinery of a joint 
wholesale socicty which would serve the ends of both pro- 
ducer and consumer. 

In Finland one of the three wholesale societies—the 
Hankkija—discharges to some extent the function of a joint 
Wholesale. To this society are affliated both agricultural 
societies and store societits, and if the store societies which 
are affiliated to the S.O.K. Society* were also affiliated 


*S.O.K. are the initials of the Suomen Osooskauppojen 
Keskusosuuskunta—the Finnish Co-operative Wholesale Society. 
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to it, the society would form a model for the kind of 
organisation which we suggest. In Denmark, the Wholesale 
Society called Feellesforeningen for Danmarks Brugs- 
foreninger acts as a joint Wholesale for both store societies 
and agricultural societies.* Similarly, in Ireland, the Irish 
Agricultural Wholesale Society serves also as a joint Whole- 
sale, although the work of consumers’ societies in that 
country is as yct only slightly developed. A joint wholesale 
society in which were federated all the agricultural and all 
the store societies of a country would not only prove of 
economic advantage to Its constituent members, but would 
make the agriculturist and the consumer realise their inter- 
dependence, which they do not realise at present. It would 
provide the farmer with his seeds, fertilisers, dairy machinery 
and implements. It would take from him his butter, eggs, 
bacon, and possibly his wheat, and would also provide him, 
through the store societies, with a market for these com- 
modities. The advantages to the agriculturist would be 
that, instead of depending on a speculative market, he 
would have a steady market and an assured demand. The 
advantage to the consumer would be his opportunity of 
obtaining goods of a guaranteed quality at prices which 
would be fairly uniform and would, at all events, not touch 
the extremes which they now reach. The Joint Federation 
would be in a position to grade the gvods it received from 
the producers’ societies and to set a standard which a Con- 
sumers’ Wholesale alone would not have the power to 
enforce. Were it not for the existence 11 Denmark of a 
federation of producers, and in Ireland of a propagandist 
federation—‘+the Irish Agricultural Organisation Society—it 
is doubtful whether the standardisation of butter which has 
been achieved, completely in Denmark and to a fair degree 
in Ireland, would be possible.f— Irish butter is being 


* But it is necessary to add that of the membership of these 
86 per cent are agriculturists. 


t In Denmark, all butter for export must bear the mark 
(Lurmaerke) of the Butter Control. 


40 Co-operation in Many Lands. 


gradually brought under the same conditions owing to the 
work of the butter control of the Irish Agricultural Organisa- 
tion Society. 


Unfortunately, in England, there are practical difficulties 
in the way of cstablishing a joint Wholesale. The co- 
operatively-organised farmers have established, through 
their propagandist federation, a trade federation known 
as the Farmers’ Central Trading Board,* which aims at 
being an agricultural wholesale society for the agricultural 
co-operative societies of England and Wales. Afler its 
establishment, the consumers’ federation opencd a depart- 
ment {o serve the same purpose, and, unhappily, a great 
deal of misunderstanding, competition and confusion exists 
between the two bodics. If this competition continues, 
and the Central Trading Board goes undcr, the Wholcsale 
Society will obtain its trade without having to give any 
representation to the farmers’ socicties, except such as they 
may obtain by being regarded as constituent societies on 
the same footing as consumers’ stores. 


A unifying policy is therefore required. ‘There is no 
reason why the Co-operative Wholesale Socicty should 
not act as a joint wholesale; but it is unlikely to be 
recognised as such until it is prepared to agrce to the propo- 
sitions that producers’ societics are in a different category 
from consumers’ stores, and that special representation to 
safeguard their intcrests is both necessary and desirable. 
If the Co-operative Wholesale Society were prepared to 
assent to this, and provide proper machinery for regulating 
the prices at which agricultural produce could be sold, one 
of the imminent dangers to the progress of co-operation in 
England would be averted. Mr. Greening suggests that a 
federal council should be established in which the federations 
of the consumers and the industrfal producers, and of the 
agricultural producers in Great Britain and Ireland should 


* Now reorganised and called the Agricultural Whoiesale Suciety. 
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be represented.* The duty of such a council would be to 
work out a common policy, and to promote mutual enter- 
prises, and provided that such a council did not interfere 
in the internal workings of any of its constituent federations, 
its effect on the whole movement would be beneficent. 

It can hardly, of course, be expected that the boards 
of the trade federations should set themselves to apply the 
touchstone of co-operative principle to all their undertakings, 
or to examine the effect which some of the new departures 
calculated to promote the interest of their own members 
will have upon the development of the co-operative ideal. 
Propagandist federations—-like the Co-operative Union of 
England, the Pellervo Society of Finland, the Irish, English, 
and Scottish Agricultural Organisation Societies, and the 
German General Unions can and ought to devote themselves 
to such problems; and it is for this reason that such 
organisations are especially important to -the progress of 
co-operation. In = many countries (Denmark, curiously 
enough, amongst them), no such form of organisation exists. 
The absence of such an organisation is bound to be felt, 
sooncr or later, as co-operation progresses. If these - 
organising and advisory federations apply themselves to 
seeking a Solution of the difficulties we have discussed, the 
formation of a council such as Mr. Greening suggests ought 
not to be difficult. 

So far, our examination of the problems which we set 
out to discuss has shown that, whilc fully realising the actual 
conditions in the various branches of the co-operative move- 
ment, it is not impossible to devise a policy which will recon- 
cile conflicting interests. We come now to touch upon 
a question which is much more difficult to solve: What 
place have we in the household of co-operation for the 
agricultural labourer ? Up to the present, co-operation has 
done little or nothing for him, as, indeed, it has done 
little or nothing for the poorest classes in the com- 
munity. He may, it is truc, be a member of his village 

* Op. ctt., page 5. 
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store, if one exists; but no means has yet been found of 
recognising him as a producer ; and this is one of the great 
weaknesses of the co-operative producers’ case. The chief 
difficulty in the way is that in the agricultural organisation 
of farmers the labourer has not a natural place, because he 
serves not a society but an individual. In countries, such 
as Roumania and Italy, where co-operative farming is to 
some extent practised, it would be quite possible to bring 
the labourer into a proper co-operative relationship with 
the society which employs him; but where farmers are 
organised for the purchase of their necessaries and for the 
obtaining of such services as credit, or the manufacture 
from their raw materials of a finished product like butter 
or bacon, the labourer has obviously no direct contact what- 
soever with the society, and it is difficult to see how he can 
have. 

In the co-operative commonwealth of the future, of 
which co-operators dream, the place of the labourer 
would be assured, for the whole community would be part 
of a great co-operative system. As things are, however, 
unless the labourcrs in a district are numerous enough to form 
a co-operative society for the purpose of working land in 
common and hiring out their surplus labour to the neigh- 
bouring farms, it would require an ingenious mind indeed 
1o bring them into co-operative relation with agricultural 
production. Even “A. E.” in that stimulating work “ The 
National Being ”’ finds it difficult to attempt a solution 
of this problem. In Italy there are some _ societies 
composed of labourers and very small farmers who combine 
together to run land on a system of collective tenancy. 
Their society pays them wages for their work, cither by time 
or by piece. The members pay an entrance fce and sub- 
scribe for shares of the value of about ten shillings each, 
which are payable by monthly instalments. For farm 
labourers, who are subject to periods of unemployment, 
such societies have proved a great boon, and where credit 
societies exist and some technical guidance can be obtained 
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they provide a partial solution of the problem which we are 
considering. In one such society at Altedo, in Italy, member- 
ship is open, not only to farm servants and herds, but to 
day-labourers in the locality, and the Socteta Umanitania 
of Milan has provided model rules for co-operative labour 
societies. 

Although, for the reason which we have already given, 
we have confined ourselves, when dealing with actual con- 
ditions, to co-operation in Great Britain and Ireland, the 
problem which we have been considering exists in greater 
or less degree in every part of Europe in which there are 
co-operative societics. But in many countries the problem 
is not So acute as it is in these islands, where, if we take 
them together, industry and agriculture are on a large scale 
and are both highly organised from the co-operative point 
of view. Nevertheless, we find that the policy of trade 
federations entering into production tends to develop. In 
countries like Finland and Denmark, where industrial 
producers are not co-opcratively organised, and where the 
agricultural producer is not interfered with by the Wholesale, 
this tendency involves 1 practical problem, although it 
does involve the theoretical one which we stated in our last 
chapter. On the other hand, in countries which are both 
industrial and agricultural, such as Germany and Switzerland, 
the federations of the consumers’ stores and of the agricultural 
producers’ societies remain, for the most part, aloof from 
each other, and accordingly the principles which we have 
been enunciating apply to them. 

We have now finished our survey of the two theories of 
control in the co-operative movement. We have seen that 
it is improbable, as things are, that the majority of 
co-operators can be brought to adopt one common policy 
for the whole range of co-operative enterprise. We have 
explored, therefore, the existing conditions in order to 
discover some form of compromise which will allow 
us to view the co-operative movement as a_ coherent 
whole and will keep it true to its principles. The 
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suggestions which we have made may prove useful to 
students of co-operation who find it difficult to tread the 
maze of so much differing theory and practice, In the next 
three chapters we shall trace the development of the co-opera- 
tive idea and see the historical foundation for the theoretical 
differences which we have just discussed. In doing so, we 
propose for the sake of brevity and clearness to ignore those 
early forms of association which have existed, chiefly among 
producers, from the beginning of society. It is necessary 
to draw a dividing line, and we may assume that co-operation, 
in the technical sense in which it is now generally understood, 
has its origin in the beginnings of the consumers’ movement 
in England in the early 19th century. We shall therefore 
deal first with consumers’ co-operation in our historical 
survey, although when we come to scientific classification 
the producers must take precedence. 


CHAPTER IV. 


—— aes eee 


An Outline of the History of Co-operation, 
1.—CONSUMERS’ CO-OPERATION. 


HERE have been many disputes in the co-operative 
world as to the date at which co-operation began, 

The disputes only show that the disputants are not agreed 
as to what they mean when they talk of the beginnings of 
co-operation. Some people maintain that co-operation began 
with the Rochdale Pioneers, others that it began with 
societics founded much earlier than the Rochdale Pioneers, 
others that we must go back to the time of Robert Owen to 
be present at its birth. All are right, and all are wrong. 
The Rochdale Pioneers’ Society was the first example of 
consumers adopting fully the methods which we know to-day. 
They invented a method of co-operation, not co-operation 
itself. There were undoubtedly other societies which existed 
before the Rochdale Society started, but their co-operation, 
as we shall see, was animated not in the same but in quite a 
different way. If, indecd, we want to find the first example 
of a co-operative society 11 Europe, we must go to Switzer- 
land and we shall find that in Jura there existed, probably 
for centuries, a form of producers’ co-operation amongst the 
peasants for the purpose of checse-making. If, however, 
we desire tostudy the many ideas which gave an impulse 
to the spread of co-operation everywhere, and which in 
particular sent forth the principle and ethic of co-operation, 
we Shall have to study the work and teachings of Robert 
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Owen. His importance in the history of co-operation is not 
to be measured by what he achieved, but by the doctrines 
which he enunciated. Though these were stated in an 
extreme form, they were destined to work upon men’s minds 
and to incline them to apply, in a form suited to the con- 
ditions of their time, some of the principles which he 
expounded. 

Robert Owen was born in 1771 in Montgomeryshire. He 
began his industrial life as an assistant in a draper’s shop, 
and gradually worked his way upwards until he became 
manager of a cotton mill at Manchester. His constructive 
work began when he became a part proprietor of mills at 
New Lanark employing many workers. Most of them he 
found in ignorance, vice and discomfort. He set himself to 
improve the conditions and character of his workers; and 
what marks him out from most philanthropists is that he 
proposed to effect his reform with the help of the persons 
concerned, rather than to impose restrictive measures upon 
them. This was the first part of his co-operative doctrine. 
He founded what he called an “ Institute for the formation 
of character,”’ but what we should call, in humbler phrase, 
an infant school, where the children of his workpeople could 
obtain that early training which was to fit them to be good 
and self-reliant citizens. Jn one of his writings, Owen fore- 
shadowed the more practical details of co-operative associa- 
tion. ‘‘One oven,” he says, “might suffice to bake for a 
hundred families with little more cost or trouble than a single 
household bake. It might set free a hundred fires and a 
hundred domestic cooks. One wash-house and laundry 
would save one hundred disagreeable and toiling washing 
days in the people’s homes.” 

Owen was associated with the foundation of a paper 
called the ‘‘ Economist ”’ in which it was proposed to discuss 
‘A new system of society projected by Robert Owen, Esq., 
and a plan of association for the working classes.” Owen’s 
idea of co-operation was a much more elaborate system than 
any of the forms which actually exist. He was impatient to 
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arrive at once at the co-operative commonwealth. According 
to him, co-operation ought to enter into all forms of activity, 
and into every business of life. Co-operation was proposed 
as “A system of universal industry, equality of privilege, 
and the equal distribution of the newly-created wealth.” 

Needless to say, in the early part of the nineteenth century 
these ideas, however they may have impressed the working- 
classes, were not likely to commend themselves to the wealthy 
and privileged ; nor were they in harmony with the spirit 
of the times. Owen's opinions on theological questions not 
being considered sound, it was a comparatively easy task 
to discredit the soundness of his other ideas. On the other 
hand, many statesmen expressed themselves as being in 
favour of the practical side of his programme. That pro- 
gramme proposed, first, a good education for the poor, without 
religious or political discrimination, and, secondly, the 
amelioration of the condition of the productive classes by 
the introduction of superior arrangements to Instruct and 
employ them. Owen's ideas, although they did not make 
a great impression in his time or cause great practical changes, 
bore much fruit in many directions afterwards. The 
Factory Acts and the cight-hours day were advocated first 
by him. He changed the popular ideas about education, 
and his arguments had a great effect upon the educational 
legislation of the future. Finally, in the ideal factory system 
of which he dreamed, one of the details was a co-operative 
store. Although he was not to realise the whole of his 
dream, that small detail of organisation was to play an 
important part in the lives of the working people of Great 
Britain. 

In the thirties of the nineteenth century, in the period 
intermediate between the beginning of Owen’s propaganda 
and the work of the Rochdale Pioneers, there was in Europe 
a ferment of social philosophising, most of it as noble in 
intention as it was impossible in execution. In France, in 
England, and in Germany, prophets were busy reconstructing 
the universe and ameliorating, on the largest scale, the 
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condition of the workers of the world. It would be merely 
of historical interest, and beside our present purpose, to 
study in any detail the history of this period. The only 
importance it has for the student of the co-operative move- 
ment is that the idea of co-operation, sometimes precise 
but more often vague, was in the minds of most of the writers 
and dreamers of that time. In France, men’s minds turned 
to productive co-operation ; and the plans of some of those 
who gave themselves to vague dreamings of a communistic 
state provided at a later time a great impetus to producers’ 
co-operation amongst the industrial workers of France. 
When, in our next chapter, we come to deal with the story 
of producers’ co-operation, we shall touch on many experi- 
ments which were made at this period, and notably that at 
Ralahine, in the County Clare. 

There were before the year 1844, a certain number of 
co-operative societies in being, having the same funda- 
mental idea as that which actuated the Rochdale Pioncers ; 
but most of these languished or failed, either through adopt- 
ing too comprchensive and world-wide a policy or through 
the more prosaic mishap of getting into financial difficulties 
by under-estimating the costs of management. The import- 
ance of the Rochdale Pioncers is that they applied a method 
by which this disadvantage could be overcome, and by 
which societies could be worked on a stable basis.* 

It was in the year 1844, that twenty-eight weavers 
of Rochdale opened a store in Toad Lane for the sale of 
groceries. The idea of co-operation had not been unknown 
to Rochdale before that date. Various experiments of a 
co-operative character had been tried there, beginning in 
the year 1830, when a co-operative society was formed to 
supply flannels to other societies. The influence of Owen’s 
writings was noticeable in this venture. What is it then 


* The earlier societies regarded dividends and savings with loathing, 
and a Co-operative Congress, held in London in 1832, passed a vote 
declining to admit to conference any societies formed for the 
accumulation of profits with a view to making a dividend at some 
future period. 
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that makes us take 1844, rather than 1830, as the date of 
the beginning of consumers’ co-operation in Rochdale and 
England? It is because one of the twenty-eight weavers 
named Howarth made a discovery which his fellow-workers 
applied to their co-operation. Howarth conceived the plan 
of selling goods at current prices and dividing the savings 
amongst the purchasers in proportion to the amount of 
their purchases. The device seemed a simple one; but it 
was for the lack of it that, before then, co-operative stores 
had failed to gain ground.* 


The weavers, before opening their store, began gathering 
their litle capital by subscribing first twopence and after- 
wards threepence per week, so that by the end of the year 
they had a capital of £28. With a stock of five commodities 
—butter, sugar, oatmeal, candles, and flour, and calling 
themselves ‘‘The Equitable Pioneers of Rochdale,” they 
opened in a side street, to the great amusement of their 
scoffing neighbours. They were not, however, to be turned 
aside by such foolish scorn. They managed their shop in 
turn, keeping it open for a few hours each evening. The 
principles on which they founded their society have been 
adopted not only in England but all over the world. Besides 
selling goods at current prices, they insisted upon the principle 
of cash payment and of giving full weight and good quality. 
In their constitution they provided that each member should 
have only one vote at the general meetings of the society. 
The savings effected in trading were to be divided into 
three parts, one to be given to the members in proportion 
to their purchases, another to be set aside for the reserve 
fund, and the third to be allocated for educational purposes. 


* It is true that in 1827 there was founded at Meltham Mills, near 
Huddersfield, a society which divided profits on purchases from its 
commencement, but Howarth, probably, did not know of its existence, 
There have been other claimants to the honourof making this discovery, 
e.g., Alexander Campbell, but the fact remains that Howarth, in redis- 
covering this method, made it the foundation of a successful society 
whose success led to the establishment of other societies on similar 
lines. 
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It 1s unnecessary here to enter into the further adven- 
tures of the Rochdale Pioneers.* The success of the society, 
notwithstanding many vicissitudes, was never in doubt, 
and, in its immediate neighbourhood, societies on the 
Rochdale model began to spring up. Among these earlier 
societies were those of Bacup, Todmorden, Leigh, Salford, 
Padiham, and Middleton, and in 1859 there were 130 
co-operative stores in the North of England and in Scotland. 

About the year 1852, when the first of the Industrial and 
Provident Societies Acts was passed, the co-operative stores 
obtained the status of legal corporations ; and in 1862, by 
the second Industrial and Provident Societies Act, the 
consumers’ stores were allowed, by registering under the 
Act, to have the benefit of limited ability, in common with 
other similar associations. The latest figures, 1917, show 
that there were then 1,366 retail distributive societies in 
the United Kingdom, with a share capital of £48,574,049 
and a membership of 3,788,490. 

The history of consumers’ co-operation in Europe is 
mainly one of imitation of the Rochdale Pioneers. The 
revolutionary period of 1847-8 had a strong influence in 
making the working classes on the Continent desirous of 
adopting a co-vperative form of organisation in order to 
make living less expensive than 1t was. The period from 
1850-65 saw the rise, in most countries of Europe, of numbers 
of stores. 

Belgian consumers’ co-operation, unlike that in most 
countries, is of a definite political type. From 1850-90 various 
attempts to found co-operative stores were made. They 
were mostly philanthropic and not truly co-operative in 
character, and were the product of the influence of Fourier. 
In 1880, the Vooruit was founded at Ghent ; and, under the 
influence of Cesare de Paepe and Ansecle its organisation 
became definitely socialistic. The socialist societies, which 
form the greater part of the consumers’ store movement in 
Belgium, do not admit other than working men. The 

* See Holyoake’s ‘‘ History of the Rochdale Pioneers.” 
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Liberals and Catholics tried to found rival societies—but 
were less successful. The Catholic Socicties at Ghent and 
Antwerp have, indecd, ceased to be co-operative, and have 
formed themselvcs into joint-stock companics. The socialist 
societics differ from the type of society which cxists in 
England and in other countries, in that they pay no interest 
on their share capital, and require their members to make 
this sacrifice for the principle which they profess. Further, 
they hold the view that a distribution of “ dividend ” out 
of the savirgs of the socicties is wrong in principle, being 
in their opinion a capitalistic procceding. Their theory is 
that a distribution to individuals tends to destroy the 
co-operative spirit; and, accordingly, it is one ot their 
principles that all “‘ dividends” shall be paid into’ the 
common fund of the socictv. 

Whatever may be thought of tlis theory, it has been 
found to be too great a strain upon the allruism ot even 
Belgian Socialists, and most societics do, In fact, distribute 
their ‘dividend’ in the same manner as other sccicties 
elsewhere. The Vooruit itself, indeed, although its dividerds 
somctimes exceed 30 per cent, does not pay them in cash, 
but in tokens which can be cxchainged for goods m the shops 
of the society. From the first, Paepe, Anseele and Vander- 
velde, the Icaders of Belgian co-operation, held the view that 
the co-operative store was not an instrument for obtaining 
goods at low prices, but one by which the working classes 
could band themselves together to wage their war agairst 
capitalism, to improve themselves morally and to stimulate 
social intercourse. The mame of the great society which 
was founded in Brussels in the year 1884—--La Maison du 
Peuple--the People’s House, indicates the character of their 
policy. The Belgian socialist-co-operator willingly pays for 
his goods a price higher than the current one, in order to 
benefit his socicty ; and it is part of the machinery of work- 
ing that bread, for example, should be paid for each week 
in advance, in order to provide abundant working capital 
for the society and to avoid the necessity of paying interest. 
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Consumers’ co-operation in Denmark is rural rather than 
urban, and has advanced side by side with co-operation for 
agricultural production. Like the store movement in most 
countries, the influence of the Rochdale Pioneers caused its 
development. A Danish clergyman--Rev. Chr. Sonne— 
was moved by reading the model i1ules and the history of 
the Pioneers to start the first Danish store society in the 
year 1866 in the town of Thisted,in Jutland. The organisa- 
tion of the societies was a slow work. In 1885, after nearly 
twenty yeais, there were only two hundred societies. Jn 
1890 they had increased io five hundred and in that year 
progress began to be rapid and steady. 


The development of the stores was greatly helped by a 
provision in the Danish Commercial aw which was framed 
with a totally different object, namely, for the purpose of 
restricting competition. The enactment provided that no 
retail shops should be opened within a certain radius of any 
town. It was held by the Danish courts that this provision 
did not affect co-operative societies, which confined their 
trading to their members. Accordingly, it was possible to 
establish stores as near a town as members desired, and 
those who did not wish to go some distance for their groceries 
and provisions found it extremely convenient to become 
co-operators. Another result has been that most of the 
societies, whether near a town or otherwise, trade only 
with their members. There were in 1915, 1,562 store societies, 
of which 1,470 were in country districts. “The membership was 
243,855. The wholesale federation of the Danish co-opera- 
tive stores is called Fellesforeningen for Danmarks 
Brugsforeninger (or the common union of Danish supply 
societies). 


In 1871 Mr. Sonne, although his store movement had less 
than one hundred societies, thought the time had come for a 
trading federation. At a meeting held in that year in the 
University of Copenhagen he outlined his scheme, and 
shortly afterwards established a wholesale society under the 
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title of “‘The Common Union of Danish Societies for the 
supply of Household Necessaries,’’ which, in 1884, amalga- 
mated with the present federation. Another wholesale 
federation was formed in Jutland in 1888 by Severin Jorgensen 
to do for Jutland what the Danish Wholesale Society was 
doing for the rest of the country. It, too, joined forces with 
the present Wholesale in 1896. Like the Co-operative 
Wholesale Socicty of? England, the Danish Wholesale Has a 
productive, as well as a distributive trade. It is an intcrest- 
ing feature of Danish co-operation that the societies are 
extremely loyal to their federation. The average amount 
purchased by each Danish co-operator through his store 
is {17 per annum, and {15 of this is spent on purchases by 
the society from the Wholesale.* 


The organisation of consumers’ stores in Finland dates, 
for all practical purposes, from the year I9g00, when there 
were only seven societies in working order. As in Denmark, 
most of the members of stores are agriculturists, either little 
owners or labourers. These form four-fifths of the total 
membership of the societies. They are, for the most part, 
closely associated with the Agricultural Organisation Society, 
called Pellervo, which has been instrumental in giving help 
and advice to the central Wholesale and the store socicties. 
Compared with consumers’ stores clsewhere, the Finnish 
socielies are very small, only 5 per cent of them having a 
membership over five hundred. It is an instructive feature 
of Finnish co-opera‘ion that machinery is provided by which 
non-members who deal at the stores may automatically 
become members. They are entitled to receive a certain 
proportion of the ‘“ dividend,” but in no circumstances are 
they paid in cash. Their dividend accumulates for them at 
the store until it forms a share. If the non-member docs 
not decide to join the society, the amount standing to his 

* Contrast this figure with that for the French Magasin de Gros. 
It is estimated that the average annual amount purchased by the 


French co-operator through his store is £13, of which only about ten 
shillings’ worth is supplied to the society by the Magasin de Gros, 
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credit becomes the property of the society, and is paid into 
its reserve fund. 

The organising society (Pellervo) finds great difficulty 
in making the stores maintain a cash basis of trading with 
their members. Several of them have come to an end 
through giving too much credit, but some of the larger 
stores find it possible to do all their work on cash principles. 
In the majority of these societies in ‘Finland, the valuc 
of a share is low, varying from eight to sixtecn shillings. 
In a small number it varies from {1 to {2. The aver- 
age of all the societies, according to return for Ig1I7, is 
fourteen shillings, and the average turnover of the stores 
is £5,488, as compared with an average per society of £64,000 
for Great Britain and {16,000 for Switzerland. The total 
number of working societies before the war was 419, although 
512 were on the register. The societies between them had 
a membership of gr,o00, and a turnover of two and a half 
million pounds sterling. 

The Central Wholesale was founded in 1904 by the con- 
sumers’ societies. Two hundred and forty-four stores were 
affiliated to it in 1914. An interesting part of its work is 
its education committee and its department for the training 
of managers for local store societies. The cducation com- 
mittee directs a publications department and an advisory 
bureau, and a number of the managers of Finnish societies 
have been trained in the department at Helsingfors. 

Co-operation in France did not develop consumers’ 
stores until rather late, although as far back as 1855 there 
was a society called *‘ Ruche Stephanoise de St. Etienne.” 
In the period from 1867-1883 about one hundred societies 
were founded, some of them like that at Puteaux, called 
the ‘“‘ Vendication de Puteaux,” of a socialistic character. 
In 1885, however, a group of co-operators at Nimes came 
together and called a Co-operative Congress at Paris to 
found a co-operative union to federate existing societies 
and to promote the establishment of others. 

During the following decade, the affiliated societies 
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remained faithful to the Rochdale plan; but the influence 
of the Belgian societies led some of the French socialists 
to found their own form of consumers’ store. At the same 
time, the cstablishment of a wholesale federation (which 
afterwards became the ‘“ Co-opérative de Gros ’’) caused a 
split in the union. Many societies left it, and betook them- 
selves to the socialist group, which afterwards formed its 
own federation, under the title of ‘‘ Bourse Co-opérative de 
soclétés socialistes de consommation.” The socialists, 
animated as they were by the spirit of a class war, and being 
exclusively working-men, became more active and more 
ready to make sacrifices than the original co-operators. 
They founded in the year 1906, a rival Wholesale to the 
Co-opérative de Gros—the Wholesale of the Union. 

The ‘“‘ Co-opérative de Gros ”’ quickly outstripped its 
rival; but happily, in 1912, negotiations were opened with 
a view to uniting the Union Co-operative and the socialist 
organisation, and the amalgamation took place at a congress 
at Tours in December, Ig12, under the title—La fédération 
nationale de sociéiés co-opératives de consommation.” 
It was largely owing to the pressure brought to bear upon 
the two organisations by co-operators of other countries 
during the Congresses of the International Co-operative 
Alliance that this result was achieved. After the amalga- 
mation of the propagandist federations, the trade federa- 
tions united and took the title of the Magasin de Gros. 

In the pact which was arrived at between the Union 
Co-opérative and the socialist body, after reciting the fact 
that they came together because their division furnished an 
excuse for many societies to remain unaffiliated to either 
one or the other, they go on to express their agreement with 
the essential principles of co-operation formulated by the 
Rochdale Pioneers, which they find to be not inconsistent 
with those laid down by the programme of international 
socialism. They declared that each society should be at 
liberty, provided it was not a capitalist or employers’ 
society, to dispose of its savings as it pleased. There were 
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in France at the outbreak of the war 3,156 societies, with a 
membership of 876,000. On the whole, consumers’ co- 
operation in France cannot be said to have a homogeneous 
character, but we are unable to accept the reason which 
Professor Gide uses to explain the fact, namely, that the 
Celtic character does not take kindly to consumers’ co-opera- 
tion, although it finds co-operation in production quite 
congenial.* 


In Germany, the co-operative movement began with 
societies 10 supply credit to urban workers. Schulzc- 
Delitzsch, the pioneer of co-operation in Germany, felt that 
the need of his time was to protect the small handicraftsmen 
against the exactions of usurers, to whom they found it 
necessary to have recourse for the needs of their industries. 
In 1850, the first of these credit societies was founded by 
Schulze-Delitzsch, and from that time on, this form of 
co-operation, which was modified for the rural population 
by Raiffeisen, grew and flourished in Germany. The 
co-operative store came comparatively late in the history 
of German co-operation. Lassalle, one of the pioncers of 
German co-operation, held the view, borrowed from the 
classical theory of the law of wages, that to lower the cost 
of living would benefit the capitalist by enabling him to 
reduce the wages of his workmen. It is true that in the 
period between the foundation of co-operative credit 
societies and the Franco-German war there were stores in 
existence. They were not, however, of a truly co-operative 
character; but were semi-philanthropic and under the 
patronage of the upper middle classes. 


The first society on the Rochdale principle seems to have 
been established at Neustadt, near Magdeburg, in 1864. This 
society did not play any important part in stimulating the 
formation of others after the same model. The greatest 
development in consumers’ co-operation took place from the 


* Gide ‘‘Les Sociétés Co-opératives de consommation.’’ Paris, 1917 
page 216 et seq.). 
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year 1890. The hourgeoisie had lost their interest in 
stores in the previous decade, and the working classes found 
that by the law passed in 1890, which allowed co-operative 
societies to enjoy limited liability, they had a chance of 
controlling the consumers’ movement. In the years 18g0- 
1902 the Allgemciner-Verband, which was the union of all 
the stores, was divided against itself. The credit societies 
controlled some of the old-fashioned stores, and looked 
with scant sympathy upon the attitude of the working- 
classes. In Igo2, at a congress at Kreuznach, the directors 
of the Allgemeiner-Verband accused the leaders of the 
working-class stores of introducing Social Democratic 
principles into the co-operative movement, and succeeded 
in expelling one hundred stores. | These were followed into 
exile by fourteen provincial consumers’ unions; and they 
established a rival to the Allgemeiner-Verband, which took 
up its headquarters at Hamburg, under the title of the 
Zentral-Verband Deutscher Konsumvereine.* 

The number of stores affiliated to the Zentral is now 
larger than that of those affiliated to the Allgemeiner- 
Verband, although the latter has a very large number of 
other co-operative societics affiliated to it. Before 1894, 
wholesale buying was carried on by provincial unions called 
Einkaufsvereinigungen, but since that year the German 
Wholesale, called Grosseinkaufs Gesellschaft Deutscher 
Konsunivercine, was founded at Hamburg; and the provincial 
unions have been utilised as links between this Wholesale 
and the constituent stores. The policy of the German 
Wholesale is precisely similar to that of the English Co- 
operative Wholesale Society in that it desires to obtain 
complete control of production. Indeed, the German 
Wholesale has consciously imitated the organisation of its — 
English counterpart. 

In 1849, Schulze-Delitzsch found d, in his own native 
town, an association for procuring raw matcrial for master 


* Wygodzinski:  ‘‘ Genossenschaftswesen in Deutschland,” pages 
116 and 204. 
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joiners. Thirteen joiners became members of the society, 
and the results were so good that by the end of the year, a 
similar society of shoemakers was called into existence ; 
while in the following year a shirtmakers’ and tailors’ society 
was established at Ejilenburg. Since then, this type of 
society has made steady progress in Germany and Austria. 

Consumers’ co-operation began in Russia in 1865 at 
Riga. The well-to-do classes, rather than the workers, 
formed the membership of most of these early societies. 
The working people were, however, allowed to be customers 
of these stores. In 1870, the first of a type of society which 
is common now in Russia was founded at the Kynov Works 
in the Ural Mountains. In 1917 there were 522 stores 
attached to factories. The famine of 1891 caused a spread 
of consumers’ stores in the country, but these societies were, 
like those we have alluded to in Germany, of a dependent 
rather than of a truly co-operative character. The directors 
and managers often had seats on the committee, and the 
co-operative machinery was used as a weapon when the 
interests of the workers conflicted with those of their em- 
ployers. [he backward condition of the peasantry and 
the paternal tutelage of the government made it inevitable 
that the development of rural stores should come from above 
rather than from the people. Since 1905, however, village 
consumers’ societies have taken a new form, that is to say, 
they are not, as hitherto, dependent upon the leadership 
and domination of the leisured classes. 

Before the growth of rural consumers’ societies, the 
monopoly of the village shopkeeper imposed a heavy burden 
upon the peasantry. The opening of. these societies has 
caused in some cases a reduction of prices to the extent 
of forty per cent. In point of size, the consumers’ store 
movement in Russia is cxiremely Jarge. It has been esti- 
mated that, in 1917, there were vabout 20,000 of these 
societies, 8,000 of which were in rural districts. The con- 
sumers’ socicties were federated in unions which covered 
areas from that of a few district towns to a whole series of 
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provinces. The ‘Trans-Caucasian Union of Consumers’ 
societies is an example of this latter kind. The central 
organisation is the Moscow Union of Consumers’ Societies. 

The failure of a divisional union at Kiev caused the 
government to put difficulties in the way of the formation 
of new district federations ; but the members of the stores 
got over their difficulties by taking advantage of a loophole 
in a commercial law which enables societies 10 constitute 
themselves into what is, practically speaking, a union, by 
simply making an agreement with each other to that effect. 
The Moscow Union was founded in 1898 with eighteen con- 
stituent societics. In 1911, it was able to open its own 
premises and to act as a Wholesale for the societies. In 
1915, it had 1,713 affiliated societies and its operations 
before the Russian Revolution extended over the whole of 
Russia. In 1915, it started a tobacco and match factory 
and a vegetable and fruit-drying department. In 1916, it 
entered upon the business of flour milling, and established 
a herring salting station at Archangel. The pioneers 
of Russian co-operation were Tchernyshevsky and Dob- 
rolyubov, the latter of whom popularised the ideas of 
Robert Owen in Russia. The pioneer of consumers’ co- 
operation was Professor Ziber. The Russian co-operative 
socicties have lately devoted a great deal of thought to the 
social aspect of co-operation; and many societies have 
attached to them institutes which are called “‘ People’s 
Palaces’ in which recreational and educational facilities 
are provided for the members. 

Switzerland, which from 1848 had adopted consumers’ 
co-operation, began from 1863 consciously to model its 
societies on the Rochdale plan. In Swiss distributive co- 
operation, however, there were two schools, the one aiming 
at the lowest possible prices and the other at good quality 
and the social advantages of a co-operative society. In 
1g01, the Swiss Federal Council forbade civil servants to 
act aS members of the committees of consumers’ storcs, 
but as a result of a protest of the Federation for the 
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Allgemeiner-Verband Schweizerischer-Konsumvereine, which 
was founded in 1890, the prohibition was modified to apply 
to societies which traded with non-members. Accordingly 
societies which had a fairly laige trade with non-members 
refused to serve them any lenger. This course weakencd 
the societies for a time from the matcrial st andpoint, but 
greatly strengthened their co-operative character. The 
stores which have not affiliated to the federation are known 
as ‘“‘ Wildemanner’”’ (wild men). Although previous to 
1890, when the federation was formed, the growth of con- 
sumers’ co-operation had been slow, a great advance took 
place after that date, and there are now four hundred 
societies with a total membership of 300,000, which is a 
remarkable achievement for a country with a population of 
under 4,000,000.* 


* These figures are for 1914-15. It has been found difficult since 
the war to obtain exact information as to increase. 


CHAPTER V. 


An Outline of the History of Co-operation 
(continued). 


2,—PRODUCERS’ CO-OPERATION. 


EFORE we trace the development of co-operative pro- 
duction, as it is known to-day, it 1s necessary that we 
should discuss some of the implications and results of the 
theories of Owen in England and of Fouricr and his dis- 
ciples in France. Neither of them had any important 
practical effect in bringing about the establishment of co- 
operative productive societies on sound lines. The value 
of their work, as we have observed before of that of Robert 
Owen, lies in the stimulus which their speculations gave to 
the thought of their time. Owen’s dream was the creation 
of a community in which the members would live in co- 
operalive association and rely upon themselves to produce 
the necessaries of life. Fourier held much the same central 
doctrine, although in the details of his working he parted 
company with Owen, whom he designated a charlatan. 
Fourier’s plan for remoulding society was to form com- 
munities into a Phalanstére composed of separate phalanges, 
each of which was to consist of 1,600 persons. He was 
always seeking some wealthy capitalist who would found his 
Phalanstére, and, in 1832, he did at last succeed in establish- 
ing one near the Forest of Rambouillet. For financial and 
other reasons, it met with an inglorious end; but up to the 
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time of his death in 1837, Fourier clung to his view that the 
ills of society could, and would, be cured by his panacea. 
Owen was more fortunate with his communities, for a 
number of experiments in Scotland, England, and Ireland 
were made along the lines of his teaching. Three of these 
are worthy of notice. The first was founded by Abram 
Combe at Orbiston, near Glasgow, in the year 1825 or 1826. 
There were living in community nearly three hundred persons, 
divided into ‘‘ squads ’’ of ten to twenty families. At first, 
things went extremely well. Shoemakers made shoes for 
the community, the children worked in the gardens and 
made fishing nets from twine which was spun by other 
members. Cartwrights, ironfounders, and cotton and silk 
weavers were set to work to produce for the common stock, 
and it was agreed that all their common expenditure should 
be paid out of this common stock and an equal share of the 
surplus of their labour placed to the account of each member 
of the community, accordirg to the time he worked. This 
principle of equal distribution caused, however, a certain 
amount of heart-burning; and there were signs of coming 
trouble when, in 1827, Abram Combe died and his relative, 
William Combe, gave the whole population notice to quit. 
A community on a less ambitious scale, but one which 
came to the same kind of end, was that founded by Vandeleur 
in the County Clare, at Ralahine. Vandeleur resolved, in 
1831, to form an agricultural community on Owen’s lines, 
and brought over Mr. Craig, the historian of the experiment, 
to organise it, The whole of the labourers and artisans on 
Vandeleur’s estate, and some who lived in the neighbourhood, 
were assembled at the end of 1831, and proceeded to elect 
by ballot the members of the “ Ralahine Agricultural and 
Manufacturing Co-operative Association,’ to the number of 
fifty-two, with the object of “acquiring a common capital, 
attaining a greater share of the comforts of life and improving 
by mutual association the members.”’ The experiment, so 
long as it lasted, was a great success; and it became the 
ambition of people in the neighbourhood to become members. 
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In 1833, the membership was eighty-one. Mr. Craig tells 
us in his book* that the progress of the association had 
become so marked that it was determined, at the harvest of 
1833, to mark the occasion by a festival, a feature of which 
was a procession of the members, their wives, and children, 
headed by the sceretary, mounted on a bay pony, and 
wearing a silk sash on which were printed the words ‘‘ Each 
for all.” In November of the same year, Vandeleur was 
found to have gambled away all his property, after which he 
fled the country. There was ro tenant-right, and the little 
community, having no corporaic existence at law, was sold 
up to satisfy writs placed in the hands of the sheriff. 

The third and best known of these communities was that 
of Queenwood, in Hampshire, with which Robert Owen was 
himself directly associated. Financial difliculties caused the 
collapse of this community in 1845, its promoters having 
worked on too large a scale and being unable to finance the 
undertaking. 

The next stage in the development of co-operation for 
production was that of the Redemption Societies which 
were established about 1850. Their object was to work out the 
redemption of labour by union amongst the workers. These 
socictics were capitalised by subscriptions of one penny per 
week from their members. Societies were cstablished at Bury, 
Norwich, Pudsey, Leeds and Stockport. They devoted 
themselves to different forms of productive cuterprise, one 
to making shawls, another to shoemaking, binding and hat 
making ; a third to ironwork. 

The Leeds Redemption Society, which was the larges! 
of them, conducted a journal called “‘ The Herald of Co- 
operation.”” This journal the society caused to be published 
in the Isle of Man, because of a peculiar privilege enjoyed by 
that island giving it the power to circulaic, at the expense 
of the State, any journal published within its shores. 

The Redemption Societies gave place to the Christian 
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Socialist Associations, which were formed under the auspices 
of a body known as “ The Society for Promoting Working- 
men’s Associations,’ founded by Mr. J. M. Ludlow, the 
promoter of the Industrial and Provident Societies Act and 
a Registrar under the Friendly Societies Act. Ludlow was 
much influenced by the French Workmen’s Associations 
started by Louis Blanc after the Revolution of 1848. The 
society began by founding a working-tailors’ association. 
As in so many other experiments of the same kind, everybody 
who came was accepted as a member; and the efficiency of 
the association by no means equalled its enthusiasm. It 
was dissolved in 1850, after a short life, owing to intcrnal 
dissensions. 

Another association was the ‘Castle Street Tailors’ 
Association,’’ which borrowed its capital from the manager, 
allowing him to dominate the whole concern until it was 
repaid. The rules provided that interest should be paid on 
the borrowed capital at the rate of 4 per cent, that one-third 
of the net profits should be devoted to the expansion of the 
association by the admission of new members, and that the 
remainder of the net profits should be divided among the 
workmen in the ratio of their earnings. 

Other associations fo.med by the Christian Socialists 
were associations of builders, bakers, and shoemakers. The 
shoemakers’ association was in existence in 1863, and it is 
on record in the Quarterly Review that the le:_ders of capital 
were paid their interest punctually. The Christian Socialist 
Societies, like their predecessors, suffered from the disad- 
vantages of not being able to limit their liability, and from 
the fact that under the Friendly Societies Act of 1846 they 
could not sell to non-members. This difficulty was over- 
come by vesting the whole of the property of their associa- 
tions in trustees, with the power of entering and dealing 
summarily at any moment witk the property. 

It is to France that we must look for the fullest example 
of co-operative production, in the Familistére founded by 
Godin at Guise in 1879, Godin, who was born in 1817, 
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started in 1840 an ironworks, which in 1846 he removed to 
Guise. While contending against a remarkably keen 
business competition he gave a great deal of his thought to 
finding a solution of the labour problem. He studied St. 
Simon and Owen without deriving more than a theoretical 
inspiration. When, however, he had read _ Fourier’s 
“Theory of Universal Unity ”’ he was much attracted to the 
doctrine of a partnership of capital, labour, and ability ; 
and he studied and helped to finance one Phalanstére which 
Victor Considerant—one of Fourier’s disciples—liad founded 
in Texas, and which ultimately proved a complete failure. 
This failure caused Godin to realise that it was necessary, 
before embarking upon any ambitious scheme, to educate 
the workman whom it was proposed to emancipate. Godin, 
accordingly, did not at once hand over the ownership and 
management of his factory to his workers. The plan on 
which he proceeded was much more sound. He surrounded 
the workers with an environment suitable to the growth of 
responsibility ; but he provided services such as insurance 
and pension funds which gave them ceconomic security ; 
and he gradually associated them with the ownership, 
through profit-sharing, and with the management through 
the establishment of committecs for various purposes. He 
built his famulistére to house the employces, who were 
destined afterwards to be the owners of the ironworks. 
The method which he adopted, and afterwards embodied 
in the legal constitution of the society, was to divide the 
workers into four classes corresponding to four stages of 
initiation. In the first stage, they wére merely employees 
with a right to a pension and insurance against illness and 
accident. In the second stage, they became profit-sharers, 
receiving one share annually, calculated in proportion to 
their services. In the third stage, they received as their 
share of the profits 50 per cent more than they had enjoyed 
in the previous stage. Finally, in the fourth stage, they 
became full members. The Committee of Management was 
composed of heads of the chief departments, with three 
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members elected by all the members at a general meeting. 
It was part of Godin’s scheme that the workers should live 
with their families in the dwellmg-houses of the familisiére ; 
but he did not make this provision obligatorv. He was so 
much impressed, however, with the influence of environment 
upon the ability of workmen in management, that he made it 
compulsory for those who wished to become full members 
to reside there, In order that they might partake of its 
advantages. He provided that those workers who lived 
outside the familistére nught, after twenty years, receive 
the same financial advaniages in the distribution of profits 
as the full members, but without having a share in the 
management or any vote at the general mectings of the 
society. | 

Although no levy was made on the workers’ wages, it was 
found that in 1894 they had completed the process of buy- 
ing out the founder’s interest. The workers’ share in the 
profits was not paid in cash, but in savings certificates on 
which they could draw 5 per cent interest In cash. Godin 
had to guard against the danger that, when the workers 
acquired the ownership of the factory, they would continue 
after their retirement to own it. Accordingly, in the con- 
stitution he made a provision that on retirement the members 
should be paid in cash the value of their savings certificates. 
In 1876, the rules of the society were laid down, and in 1880 
they were given legal effect. It has been urged by some 
critics that the provision by which only those who were 
resident in the familistére could become full members was 
a weakness, rather than a source of strength, to the ideal 
which Godin sought to realise ; but it. must be remembered 
that from 187e onwards he was experimenting with his 
workers in order to discover how a democracy, such as he 
proposed they should become, would use its power. He 
found that by associating them mm groups and by giving 
them votes in the election of committees, the motives which 
Jed them to sclect representatives were hardly ever such as 
would conduce to good management, and he was therefore 


Co-operation in Many Lands. 67 


atraid that the committee-workers would be less fitted to 
exercise the powcr of control when there was no means of 
educating them to do so. It was part of his system that the 
children of the members should receive an education suitable 
to their work and responsibilities, and in the familistére he 
provided schools, as well as a theatre and study groups for 
the adults. 

A different method irom that of Godin was adopted by 
Leclaire—a house-paniter of Paris--who, when he entered 
into business for himself in 1827, resolved 10 associate his 
workmen with himself in the management, as soon as he was 
in a position to do so. In 1838, he established amongst his 
workers a Mutual Aid Society, which was to be the instru- 
ment by which the firm should, in due season, become the 
property of the employees. At first, the Mutual Aid 
Society was given the administration of a portion of the 
profits of the firm, as a fund to provide sickness benefit and 
pensions for the workers. It was governed by a General 
Council, the president of which was clected by the Council 
itsclf and became automatically a partner in the firm. 
Leclaire himself was the first president. He was moved to 
establish this sociely by the great havoc which Ilcad- 
poisoning made amongst the employecs of the firm. He 
not only took steps to provide for sick pay, but, by sub- 
stituting zinc oxide for white lead, he climinated the gravest 
danger to the health of his fellow-workcrs. 

The history of the Maison Leclaire shows that, like Godin, 
the founder was wise cnough to carry out his reforms in 
stages, and did not try by a sudden endeavour to create 
a logical whole with a single stroke of the pen. In 1840, two 
years after the establishment of the Mutual Aid Society, 
Leclaire told his workmen that he hoped none of them would 
imagine that when the association was formed everybody 
was free to do as he pleased. His next step was to set up 
what he called the ‘“ Noyau”’ or nucleus of workers who 
were to have a direct share in the administration of the 
business. They correspond to the “full members’ of 
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Godin’s Familistére. The members of the Noyau were, at 
first, selected from the ranks of the Mutual Aid Society ; 
but this method of selection gradually gave way to the better 
method of selecting them from the skilled workers and 
officials of the frm. Members were co-opted by the Noyau, 
and could claim the right to belong to the Mutual Aid Society. 

In addition to the partnership of the workers, Leclaire 
provided for a partnership for his own successors. They, 
however, held only three-eighths of the capital, while the 
workers held five-eighths, and had only a life interest in 
the business, so that if, at any time, the association 
was dissolved, all the property, 1eserve ‘and goodwill 
was legally vested in the Mutual Aid Society. As in 
the Familistére of Godin, new workers, although .they 
might not belong to the Noyau, received a share in the 
profits. This provision was not part of the original con- 
stitution but was instituted in 1860, when Leclaire thought 
it well to guard against the Noyau becoming a close cor- 
poration. 

Leclaire found that many legal difficultics were in the 
way of his work. He wanted his workers to be protected 
by limited liability ; but it was a provision of French law 
that a partner with limited hability could not take part in 
the practical direction of a firm’s business. Accordingly, 
the liability of the Mutual Aid Society was limited, whilst 
the liability of Leclaire and his successors was unlimited, 
in order that they might be the heads of the business. The 
manager and managing director were to be elected by the 
workers, through the Noyau. 

The importance of the work of Godin and Leclaire for 
students of co-operation for production is that their methods 
offer a solution of the problem of giving the control of a large 
industrial concern to workers, who are not well educated 
either in a cultural sense or in business administration. 
Under the method which they adopted, the workers were 
made to Serve an apprenticeship to management, in addition 
to their apprenticeship to their craft. Had this method 
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been adopted in some of the schemes which failed in England, 
the history of co-operative production might have been a 
more inspiring one. 

In France, side by side with the development of co- 
operative production by industrial idealists like Godin and 
Leclaire, there grew up Societies founded by the spontaneous 
action of workers in various crafts. The earliest of these 
was founded by Leroi, a working jeweller, who had been 
inspired by a book on co-operative production written by 
Buchez in 1831.* This society was called “ L’Association 
des ouvriers bijouterie endoré.”’ 

The ribbon-makers of St. Etienne, struck by the success 
of the jewellers, followed their example in 1841, and formed 
themselves into a co-operative productive society. Unfor- 
tunately, they fell foul of the Government, for some reason 
which is not plain to us, and were indicted as an illegal 
association. The manager was sent to gaol for six months 
and the members for a fortnight. Another society, of work- 
ing printers, called “‘ La Crampe ” which started at the same 
time was not interfered with by the authorities. This 
society devoted itself to producing editions de luxe, and 
succeeded fairly well for some years. But, although the 
members had no lack of work, they had a serious lack of 
commercial training, and their enterprise, for this reason, 
perished in bankruptcy. 

The revolution of 1848 caused a recognition by the 
Provisional Government of the night of workmen to join 
together in order to secure the profits created by their labour. 
The Provisional Government procceded at once to put this 
theory into practice, and organised a society of working 
tailors, who were called ‘‘ The Tailors of Cliche,” to make 
uniforms for the National Guard. The results were highly 
satisfactory, both from the commercial and the sartorial 
points of view. By a further decree, the Provisional Govern- 
ment lent three million francs to be divided amongst volun- 
tary co-operative productive societies. The results, however, 
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were not satistactory, for half the loan was irretrievably lost. 
There seems to have been a considerable amount of fraud 
about the method of obtaining loans. 

In the same period, the velvet makcrs of Lyons and the 
working printers obtained loans from the State to buy out 
the interests of their employers, and to establish themselves 
as co-operative societies. Another society formed by paviors 
in Paris undertook paving work for the State about the same 
time. The report on their work, which was made by M. Leon 
Faucher to the Legislative Assembly, showed that it had 
been executed with the greatcst care and with perfect dis- 
cipline. There remained a profit which enabled each of the 
sixty-six members to receive one hundred and seventy 
francs as his share. 

Most of the workinen’s co-operative societies of this 
period failed, however, for the reason that they thought 
nothing more was needed than to form themselves into a 
society. They neglected all the discipline and prudence of 
Imanagement which they bad seen in the capitalisiic world 
of industry. 

Some societies escaped the general doom, and amongst 
them were the piano, chair, last and spectacle makers’ socicties. 
In 1863, when a revival began. only sixteen co-operative 
socicties existed in France. In this year, some of the pioneers 
of 1848 agitated for a credit bank to supply the credit needs 
of the new societies. The Credit du Travail was cstablished 
by J. P. Beleuze, with a capital of twenty thousand francs, 
of which only four thousand was paid-up. In the next year 
the capital was trebled, and a journal, published monthly, 
under the title of “‘ L’Association,” and afterwards weekly, 
under the title of ‘ Co-operaiion,’* was founded at Lyons to 
form a means of assisting the growth of co-operative pro- 
duction. In 1865, a second bank—Credit au Travail— was 
founded at Lyons, and others sprang up at Lille and St. 
Etienne. 


* See Hubert Valleroux ‘‘ La Co-operation,’’ and Merlin 
“Les Associations Ouvri¢res et Patronales.”’ 
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Under the influence of the writings of M. Casimir Perier 
and the goodwill of Napoleon ITI., a law was elaborated 
asserting that co-opcrative societies required no superin- 
tendence by the State, nor any authorisation to constitute 
them. Some of the managers of co-operative socictics at 
Paris protesicd against this law, declaring that the societies 
were perfectly able to choose amongst the various existing 
forms of legal constitutions one suitable to their needs, and 
suggesting thai the new law proposed to divide the citizens 
into two classes. An enquiry was opened in 1866, and a 
questionnaire sent to various persons known to be interested 
In co-operation. The evidence showed that there was no 
dissatisfaction with the existing provisions of the Civil Law, 
but that adiministrative difficulties and the lack of facilities 
for founding societies hampered co-operative development. 
Accordingly a new Jaw was prepared in 1867 recognising 
co-operative socicties as societies with variable capital. 

In 1868, the Credit au Travail failed badly. It was only 
able to pay its creditors eighteen per cent of its liabilities, 
and it brought down with it many co-operative producers’ 
societies. This year, accordingly, marked the end of the 
second pertod of co-operative production in France. From 
this period until 1880 the working men turned their attention 
to the creation of Chambres Syndicales, which were simply 
trade unions, formed to give the advantage of combination 
to workers in resisting unjust demands by their employers, 
and in augmenting the rate of their wages. These trade 
unions, however, looked with much favour upon co-operation, 
but though resolutions in favour of starting co-operative 
productive societics were passed at Congresses, in 1873 at 
Vienna, and in 1878 at Philadelphia, there does not scem to 
have been any very definite result until 1880. In 1884, there 
were in Paris between fifty and sixty societies, ten of which 
dated from 1848, another ten from 1863, while the remaining 
thirty-five were of recent foundation. The last-named found 
it easy to obtain capital through the operations of the Caisse 
Centrale des Associations Populaires. In 1883, M. Floquet, 
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Prefect of the Sienne, delivered a judgment to the effect that 
exhibitors at exhibitions should no longer be required to pay 
an entrance fee, thus making it possible for many co-operative 
societies which had been hitherto hampered by the financial 
barrier to submit examples of their work. In 1893, the Banque 
des Associations Ouvriéres de Production was founded in 
Paris to supply co-operative productive societies with the 
capital they required. 

The history of co-operative production of the type we 
have been discussing has been uneventful in most other 
countries. In Belgium, the outlines of its development 
have been more or less as in France, and what we have said 
of the division into the socialist and non-socialist schools, in 
the case of consumers’ co-operation, applies also to productive 
co-operation. Amongst agriculturists, co-operation for pro- 
ductive purposcs is highly developed in most European 
countries, as we Shall see in our next chapter. For the pur- 
poses of a historical survey it is sufficient to note here the 
development of co-operation for production in Germany, 
Russia, and Italy, in addition to the countries with which we 
have already dealt. In other countries there is nothing 
eventful, or indeed of much interest, for the historian of co- 
operation to record. 

Co-operative production, in the true sense of the words, 
has not been very popular in Germany. Ferdinand Lasalle 
endeavoured to persuade workmen to found productive 
societies aided by the State, thinking the individual incapable 
of improving his economic condition without the help of the 
Government. Schulze-Dclitzsch threw all his influence against 
this doctrine, and showed that in France State aid only 
resulted in the failure of socicties. The Government was 
naturally favourable to giving its aid to societies in return 
for some measure of control, and in the ‘sixties Bismarck 
permitted a productive association on Lassalle’s lines to be 
formed, but this failed to maintain itself. 


CHAPTER VI, 


An Outline of the History of Co-operation 
(continued ). 
3.---PropUCERS’ CO-OPERATION (continued). 


HE earliest application of co-operation io agriculture is 
to be found in the cheese-making societics, or 
“ Fruitiéres ’’ of Switzerland. In these societies, the 
farmers united co-operatively to supply milk to a common 
centre where it could be made into cheese for them, just as 
in modern creamery societies farmers combine to establish, 
a creamery where their milk is made into butter. The 
Fruitiércs existed in the 14th century, and continue to exist 
to the present day. In Ireland also, a form of co-opcration 
amongst small agriculturists ecx’sted in the 18th century, 
in a type of co-operative socicty called a ** Knot.’”’ The chief 
purpose of the Knot was to enable the small cultivator 
to have ploughs and other implements ‘n common, and it is 
probable that the influence of the clan system may have 
been the cause of ‘the frequency with which these societies 
appeared at that time.* 

Co-operative methods, in the organised form in which 
we know them to-day, were first employed by the farmers 
of Denmark. Before the war of 1858, Danish agriculture 
was carried out on the extensive system; large areas were 
devoted to the growth of cereals; grazing had a prominent 
place in the agricultural system, and dairying was practically 
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neglected. After the war, Denmark lost the market which, 
up to that time, she had had in Germany for corn and for 
live stock. American competition in cereals destroyed her 
corn trade, and the small market which the German middle- 
men made for the extremely bad butter which the Danes 
exported was lost as a result of the bad feeling which the 
seizure of Schleswig-Holstein produced. Ii the Danes were 
not to go under as agriculturists it was neccssary for them 
to develop their agriculture on an entirely new basis. The 
history of the transition in Denmark from cereal and meat 
production to the production of breakfast-table commodities 
is the history of Danish co-operation. 

We have already seen how the frst Danish store was 
founded by Mr. Sonne, whose enthusiasm was fired by the 
example of the Rochdale Pioneers ; but it was not until some 
years later that the beginnings of co-operation in agriculture 
were to be seen. About the time that Mr. Sonne was develop- 
ing store co-operation, Professor Segelcke, the dairying expert 
ot the Danish Agricultural Society, began the work of changing 
the butier production of Denmark from its condilion— 
unscientific and rude m the extreme—-to a state of high 
efficiency. As a result of his work, private capitalists, in 
1879, when the separator was introduced, began to establish 
creamerics known as Faelles Mejerier, or “‘ Dairies worked 
in Common.” These, however, were not co-operative, for 
the milk suppliers received no more benefit than do the 
suppliers of a modern proprictary creamery. The suppliers 
of these dairies, not having the interest which can be given 
only by co-operative methods, were disloyal in many instances 
and were tempted to desert their creamery in the hope of 
obtaining a little more advantage elsewhere. Other crcameries 
lacked‘ sufficient capital to carry on their work, and after 
a time all the Faelles Mejerier failed. 

In 1882, Stiller Andersen founded the first co-operative 
creamery, which was capitalised. by the members assuming 
a joint and several liability, on the security of which they 
obtained a loan. The movement grew with such rapidity 


Co-operation in Many Lands. 75 


that ten years after the foundation of this creamery there 
were no less than eight hundred similar creameries in 
Denmark. A great deal of the success achieved was due to the 
fact that there was close inter-working between Danish 
sclentists in their laboratories and Danish farmers. The 
experts of the Royal Veterinary School devoted themselves 
to raising the standard of purity and efficiency in butter- 
making, and the farmer members of the society showed 
themselves eager to benefit by the results of their experi- 
menis. The fact, too, that in Deninark the Government is 
largely controlled by men interested in agriculture helped 
to make the progress of co-operation rapid and smooth. The 
State did not, as in other countries, interfere on the purely 
business side of co-operation. Its influence was directed 
to education and propaganda. In 1900 the Co-operative 
Creameries’ Association organised the Danish Butter Brand 
Association to standardise export butter, in order to give 
to the foreign consumer of Danish butter a guarantee that 
the article which he bought was made under the most stringent 
conditions, thus ensuring a uniform purity and quality. Jn 
1912, the Government passed a law requiring all butter 
exported from Denmark to bear upon it the “ Lurmarke,”’ 
or butter-control brand of Denmark, which the Butter Brand 
Association had registered. 

Having succeeded in establishing butter production on a 
co-operative basis, the Danes began to apply co-operation 
to other branches of their agricultural production. The 
position in Danish industry which the export trade in bacon 
occupies is altogether due to co-operative methods. In 
1850, there were in existence only two private bacon factories 
which traded with England, and these obtained most of their 
raw material from Sweden. In 1887, the first co-operative 
hacon factory was established, and when, in the next year, 
Hamburg, which had until then admitted swine free of tax, 
joined the German Customs Union, the Dancs saw the need 
for developing co-operative bacon-curing as fast as possible. 
They capitalised their societies in the same way as they 
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did the creameries; and in order to keep their members 
loyal they imposed on any member who broke his pledge 
to supply all his pigs. to his society a fine of ten shillings 
per pig, 

In 1893, when two wholesale egg houses in Copenhagen 
tried to establish a union of exporters to capture the English 
egg market, the Danish co-operators,led by S. verin Jérgensen, 
Saw an opportunity for applying to their egg trade the prin- 
ciples of standardisation, which they were already applying 
to butter. In 1896, two large co-operative egg exporting 
societies were founded, one in Denmark, the other in Jutland, 
These were to act as trade federations for a great network 
of small societies which collected eggs from their members. 
The principle of standardisation employed was that of dating 
and stamping the eggs, in order that each egg could be traced 
without difficulty to the original supplier. The effect of this 
system on poultry breeding was at once apparent. 

In butter, bacon, and eggs, the Danes equipped them- 
selves, through co-operation, for the capture of the breakfast- 
table market of Great Britain. The development of Danish 
co-operation differs from that of other countries in the form 
of its centralisation. In Denmark there is, for example, no 
single federation of creameries; but, instead, there are 
central unions with other federations in touch with them 
for the supply of statistical information, technical information, 
and market information. 

Unlike Danish co-operators, German co-vpcrators have 
sought to develop General Purposes Societies as far as 
possible, so that the individual farmer need not be, as he ts 
in Denmark, a member of several societies. 

The German agriculturists co-operated first, as we have 
already seen, for the purpose of supplying their credit needs. 
The next step was the undertaking by the Raiffeisen banks 
of the business of supplying agricultural requirements. In 
1871 a creamery of a semi-co-operative character was estab- 
lished in East Prussia, and, in the’next year, the first supply 
society (Einkaufs Genossenschaft), which was not a credit 
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bank, was founded at Freiburg, in Hesse. From 1872, the 
history of the supply societies is chiefly that of their efforts 
to establish strong federations, federation being the out- 
standing feature of German co-operation. These federations 
of supply societies are members of the greater federations, 
such as the Bezugs-Vereinigung der Deutschen Landwirte 
and the Allgemeiner Verband. 

In 1888, the ordinary type of co-operative creamery, as 
we know it in other countries, began to appear in Germany, 
the first being in Hesse. Between 1871 and 1895 soéieties 
for the storage of corn, co-operative mills and bakeries, and 
societies for distilling potate spirit were organised. In fact, 
it may be said that in this pericd co-operation began to be 
applied to every branch of agriculture. Until 1883, however, 
the societies had no effective federal organisation, and in that 
year only two-fifths of the credit societies were members of 
the Raiffeisen federation of Neuwied. This federation had 
been established in 1877, under the title of Anwaltschafts- 
verband liandlicher Genossenschaften, as a central organisa- 
tion to protect the interests of co-opcrative agricultural 
organisations and to promote their development, The remain- 
ing three-fifths of the co-operative purchase and production 
societies, and a small number of creameries, had formed 
their own local and provincial federations. 

From about 1880, the need had been felt for a union of 
federations which could deal with foreign affairs and develop 
German agricultural co-operation as a whole. After three 
years of preliminary study, the federation of German 
Agricultural Co-operative Socicties, which twenty years later 
took the name of National Federation of German Agricul- 
tural Co-operative Societies (Reichsverband der deutschen 
landwirtschaftlichen Genossenschaften) was constituted on 
the 6th July, 1883. This union includes all the agricultural 
co-operative federations of Germany, except that of Wurtem- 
burg, and a few others of minor importance, and controlled, 
in 1910, 18,962 socictics. 

At its inception, the National Federation was composed 
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of nine smaller federations, embracing 239 societies, and of 
nine creameries which affiliated directly with it. The 
National Federation could not, at first, admit agricultural 
credit societies, these having been provisionally excluded in 
order to meet the objections of some of its federations to the 
co-operative societies controlled by Raiffeisen and Schulzc- 
Delitzch. After the death of Raiffeisen, however (I‘ebruary, 
1888), the fourth Co-operative Congress passed a resolution 
(April, 1888) admitting the loan societies to the Federation. 
Their admission not only added greatly to the power of the 
Federation in dealing with external matters, but created a 
stronger bond between the federated societies themselves, for 
co-operative credit may be said to form the foundation of 
agricultural co-operation. Under the new system, too, all 
kinds of agricultural co-operative societies were cnabled to 
federate systematically, first in the federation of their district, 
and then in the powerful national union. 

Side by side with the National Federation, there existed 
that of Neuwied, and, in the beginning, no attempt was made 
to unite the two. The number of organisations affiliated to 
the Neuwied had increased considerably, and it had formed 
them into “ Rural Commonwealths.”” There was constant 
friction between the two federations, especially in the case 
of the Rural Commonwealths, the members of which were 
often claimed also by the National Federation. This friction 
continued until 1905, when, after prolonged and often intcr- 
rupted negotiations, the Neuwied, numbering 4,300 socicties, 
amalgamated with the National Federation. This amalga- 
mation was described in a manifesto published in 1908, on the 
twenty-fifth anniversary of the establishment of the National 
Fedcration, as marking ‘‘a memorable page “in its annals. The 
union has certainly aided the rapid development of agricul- 
tural co-operation, but has also produced an cxcessive cager- 
ness to form new associations, and has aroused violent con- 
troversies in the Press and at public meetings. These con- 
troversies, in turn, have Jed to intérnal dissension and the 
weakening of the movement. The policy of the National 
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Federation had always been that of centralisation, while the 
Neuwied had belicved in decentralisation. The antagonism 
between these two creeds was bitter, but after the union it 
was slowly effaced, the Neuwied making certain concessions 
to the principle of decentralisation, and the National Federa- 
tion tacitly recognising the benefits to be gained from judicious 
centralisation. Early in 1905, the whole of the German 
agriculiural co-operative societies, with the exception of 
that of Wurtemburg, were united in apparently complete 
harmony; and a single body, founded by the National 
Iederation, was empowered to deal with all external matters 
on behalt of the whole 1g,o00 German agricultural co-operative 
societies, the membership of which was about 1,750,000. In 
1913, however, a further dissension took place and we cannot 
at present say what the post-war situation 1s likely to be. 

Just as in Germany the crisis in agriculture lasting trom 
1890-99 made the people receptive to the idea of co-operation, 
soin Ircland, circumstances contributed to the growth of the 
co-operative idea. The agricultural condition of the people 
during the land agitation of the ‘eighties, and in the years 
immediately preceding the Land Act of 1903, which trans- 
ferred most of the agricultural holdings of the country from 
the landlords to the tenant-farmers, made it necessary, if 
the Irish agriculturist was to compete with his Danish rival, 
that he should have recourse to the same methods. The 
history of the co-operative organisation of the Irish agricul- 
turist is interesting because the whole of the propaganda 
work was carried out by one body, and because Ireland 
became the model for similar co-operative organisation in 
other countries—in England, in Scotland, in Finland, in 
Serbia, in America and in India. 

The pioncers in Ireland, as in Denmark, began with the 
organisation of dairy societies, though it is an interesting 
fact that when Sir Horace Plunkett started the Irish move- 
ment in 1889 he was unaware of the existence of these societies, 
or that, seven years carlier, Mr. Stiller Andersen had been 
attempting in Denmark what he himself was about to attempt 
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in Ireland. Soine cfforis had been inade earlier to establish 
co-operative stores in the Irish countryside, but without 
conspicuous success. In 1889, Sir Horace Plunkett, who had 
been much attracted by the success of co-operation amongst 
consumers in England, began to investigate the possibility 
of applying co-operation to Irish farming. He realised that 
the time was coming when the backward Irish farmer, as 
the proprictor of his own small holding, would be faced with 
the problem of making his industry succeed against the 
competition of up-to-date methods. 

With the assistance of the Co-operative Union of Great 
Britain and Ireland, Sir Horace Plunkett, or Mr. Plunkett as 
he then was, organised a co-operative dairy society at Drum- 
collogher. After the foundation of this society, progress was 
very slow, and very many mectings were addressed by Sir 
Horace Plunkett and by Mr. R. A. Anderson, who joined him 
in 1891, before the creamery movement was established. In 
1894, Sir Horace Plunkett, Mr. Anderson, Lord Monicagle, 
and Father Finlay thought that the time had come when 
the co-operative organisation of the farmers should be taken 
over by a body specifically created for that purpose in Ireland. 
Accordingly, the Irish Agricultural Organisation Society, 
which has been the model for so many others, was founded. 
After creamerics, societies for the acquisition of agricultural 
requirements, much on the model of the German supply 
societies, and, later, credit banks on the Raiffeisen model 
to supply the farmer with necessary loans for his agricul- 
tural work were founded. As the society grew, it took 
occasion to improve its methods by first-hand inquiry into 
the progress of agricultural co-operation on the continent, 
particularly in Denmark and in Holland. 

The development of co-operation in Ireland was ren- 
dered much more difficult than its development in Denmark 
because of an unholy alliance between the politicians on 
the one hand, and the private traders on the other. The 
politicians, it is probable, believed that the new doctrine of 
co-operation as a means of increasing the prosperity of rural 
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Ireland was an insidious device to lure away the peasantry 
from the struggle for land reform and _ self-government, 
reforms on which the political energies of the country had 
long been centred. The traders in the smal] country towns 
were able the more casily to foster this view in that they 
themselves, more than any other class in the community, 
helped to fill the political war-chest. When the politician 
called upon the patriotic sentiment of the farmer to abandon 
a movement the pioneers of which were supposed to hold 
political views different from those of the people, the trader 
was able to wage war with still weightier weapons. In 
many places the “ gombeen ’’* system was rife, and it was 
not difficult for these tradeis to convince those farmers who 
were heavily in debt to them of the error of co-operative 
ways. In several places where a co-operative creamery 
was established, a proprictary creamery sprang up offering 
better prices to milk suppliers, with disastrous results to 
them afterwards. When the State Department of Agricul- 
ture was founded, wholly through the instrumentality of 
Sir Horace Plunkett, the traders and the politicians forged 
a new weapon to capture its machinery, which they employed 
against the co-operative movement. The lack of harmony 
thus created had for many years most scrious results, for it 
entailed the breakdown of that interworking between the 
State Department and the voluntary body which had been 
the central point of Sir Horace’s programme. It is hard to 
estimate what good might not have been done’ had the 
inspectors and organisers of the two bodies been able to work 
together. Fortunately things have now greatly improved 
and we may hope for greater harmony in the future. 
Notwithstanding all these adverse circumstances, however, 
the Irish Agricultural Organisation Society formed all over 
the country a network of co-operative societies, creamerics, 
agricultural supply societies, egg and poultry societies, 
credit banks, and bacon-curing societies. It has now in 


* The ‘‘ gombecn ” man is the Irish name for the small trader who 
advances money or gives credit at usurious rates of interest. 
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membership one thousand societies, with one hundred and 
twenty thousand members. The chief federation of the Irish 
societies for trading purposes is the Irish Agricultural Whole- 
sale Society, which aims at being a Joint wholesale for pro- 
ducers and consumers alike, just as the wholesale Hankijja 
docs in Finland. A federation of dairy societies, called the 
Irish Co-operative Creamery Agency, also exists, and under- 
takes the marketing of the creamery societies’ butter, but 
most of the societies market their own butter. At present, 
the tendency of the Insh co-operative movement is to organise 
general purposes societies, which will supply agricultural 
requisites and have a credit department. Many of these 
societies are doing a store business as well. 


In Finland, the agricultural producers are organised for 
co-operation by a society which closely resembles, and, 
indeed, was modelled upon, the Irish Agricultural Organisa- 
tion Society. The socicty took its name, Pellervo, from one 
of the characters in the Finnish epic “ Kallewalla.’’ It was 
founded in the year 18gy. Its first work was to secure the 
passing of a law bearing on co-operation, and making possible 
the establishment of properly-constituted socictics. Before 
this law was passed, the socicty had done some preliminary 
work in founding assuciations of farmers which were ready, 
on the enactment of this law, to become co-operative societies. 
Most of the founders of Pellerve were not agriculturists, but 
literary and scientific people, who, when the proper time 
came, called in expert agriculturists to help them. 


In rgoI, the Act for which the society had worked came 
into force, and the society, with the help of lawyers, set itself 
to prepare model rules for creameries, banks, stores, pur- 
chase and sale societies, and to form co-operative societies 
of every type. It also published handbooks dealing with 
various branches of co-operative activity, in order to afford 
a guide for the management of societies when founded. 
Believing from the outset in the importance of accurate book- 
keeping in the societies which it might establish, it published 
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a set of books for the better accomplishment of the account- 
ancy work of creameries and banks. 

Before the Pellervo Society began its work there were 
numerous peasant societies engaged in the business of pur- 
chasing agricultural implements for their members. The 
Pellervo Society began its operations with these, and found it 
an easy task to transform them into properly-constituted 
co-operative societics. It next organised creameries and 
credit societies, and endeavoured to guide the movement so 
that the common purchase of all agricultural necessaries 
should be carried out through the societies, which were mostly 
composed of agriculturists. Many farmers having joined a 
rural society preferred to purchase their agricultural require- 
ments through the store rather than to join a special agri- 
cultural society. We find, therefore, in Finland, that the 
general purposes society which combines the function of a 
store and a supply society is the commonest type, although 
there are a number of socicties which confine themselves 
altogether to the purposes for which in other countries an 
agricultural society is established. 

Owing to the fact that Finnish co-operation was organised 
and supervised by people fully acquainted with the move- 
ment and its history in other countrics, the policy of centrali- 
sation was introduced at a comparatively early date, and 
though calling for great efforts on the part of the local societies 
developed very rapidly. Its progress was helped to a con- 
siderable extent by favourable circumstances. The State 
looked with favour on the co-operative movement from the 
beginning, and undertook to grant a loan and an annual 
subsidy for the organisation and support of a central co- 
operative stitute. 

The Pellervo society, which was concerned in the founda- 
tion of all the central societies, followed up this advantage 
by sending out emissaries to urge the socictics to affiliate 
with the proper central institution. The first effort at 
centralisation was in the year 1901, when, on the initiative 
of Pellervo, an agency for the common purchase of agricul- 
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tural requirements was founded. It undertook to collect 
the orders of the co-operative societies and to place them, 
on as favourable terms as possible, with wholesale houses. 
In 1905, this federation was reorganised as a irue co-operative 
society, under the title of the Hankijja Central Co-operative 
Society. In 1902, a second federation called the Central 
Institute for Co-operative Credit Societies was founded. It 
is interesting to note that this took place before a single 
local credit society existed. A year after its foundation 
seven credit societies, to which it granted loans, were estab- 
lished. In 1905, on the advice of Pellervo, a society called 
Valio, which acts as a butter export society, was established 
by the creameries. 

Pellervo derives its funds from three main sources— 
(1) The subscriptions and donations of affiliated societies ; 
(2) the subscriptions of individuals ; and (3) a subsidy from 
the State. It also derives some revenue from subscriptions 
to its official organ, “ Pellervo,” and from the sale of its 
many publications. 

In France many of the old fruiti¢res, to which we alluded 
when dealing with Switzerland, still exist; some of them 
with their onginal unwritten form of constitution. The 
members contribute whatever capital is required, deliver 
their milk at the chalet, which they own in common, and 
take their turn in making the cheese. Some of the fruitiéres 
which date back to the beginnings of this type of society 
have adopted a legal constitution, but those which have 
not done so seem to work quite as smoothly as those which 
have. In France, the organisation of co-operative societies 
for production 1s chiefly undertaken by the syndicats agricoles, 
which are professional unions of farmers, and correspond 
to the unions of various professions. At first, the work of 
these syndicats was altogether of an educational and infor- 
mative character, but, afterwards, their scope was enlarged 
to include the purchase in common of agricultural requisites 
for their members, and, finally, most of them also undertook 
the work of organising co-operative societies for production 
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such as creameries, mills, bakeries, &c. It is a curious 
feature of French co-operative development that hardly 
any creameries exist in Normandy—a great dairying country 
well known for the quality of its butter. The greatest 
development of dairying is in the Charente, most of the 
produce of which goes to Paris, 

In Russia, Tchernyshevsky and Dobrolyubov, as far 
back as 1850, preached the ideas of Robert Owen and 
- recommended, the cstablishment of purchasers’ co-operative 
societies. In 1869, Professor Zieber proposed to establish 
consumers’ societies; and in the following year, Prince 
Vassiltchekof suggested to a Congress of agriculturists a 
scheme for the organisation of rural savings and trading 
associations on the model of the Schulze-Delitszch societies 
in Germany. The Russian Zemstvos encouraged the work 
of agricultural organisation in supplying the credit needs of 
the peasants. Most of the credit societies which they 
established were not, however, on a truly co-operative basis 
and failed, chiefly because the peasants had no sense of 
responsibility towards them. 

To the Russian peasant, co-operation in its modern 
forms was a natural outcome of the artels which have existed 
in Russia from early times. The artels are associations of 
workmen or peasants for the purpose of producing in common, 
either agricultural produce or other commodities, such as 
boots, toys, &c. In the artel, the profits are divided amongst 
the members in proportion to the work done by each. In 
1860, there were already in existence in the provinces of 
Tver and Yaraslov cheesemaking artels. Some of the 
leaders of co-operation in Siberia went abroad to study 
dairying methods in other countries and, on their return 
to Siberia, they established a number of artcls for cheese- 
making, with the help of subsidies from the Zemstvo. Their 
efforts, however, were not crowned with success; and it 
was not until 1895 that co-operation in dairying was revived. 

After the building of the Siberian Railway, co-operation 
developed, and the peasants found it to their advantage to 
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combine co-operatively for buttermaking. Under the 
. leadership of Mr. A. Balakshin, buttermaking artels became 
numerous, and from 1900 the movement to combine these 
artels in a union rapidly developed. In 1908, the Union of 
Siberian Creamery Associations was established at Kurgan 
with a very small capital and only twelve affiliated societics. 
One of the rules of afhliation with the Union was that the 
constituent artels should send to the Union for disposal all 
the butter which they produced, and likewise that they 
should place all their orders for machinery with the union. 
The obligations of both of these binding rules were enforced 
by fines. The latest figures for the Siberian Union show 
that one thousand creamerics are affiliated to it, and that 
its annual turnover is roughly one million pounds. From 
Siberia, the buttermaking artels spread to European Russia, 
the first being in the provinces of Yaraslov and Vologda. 
In Holland, co-operation for production amongst agri- 
culturists has been organised chiefly by the peasants them- 
selves. The crisis in agriculture in 1880 was the indircct 
cause of co-operative association. From 1890 onwards, 
co-operative societies came rapidly into being. The first 
creamery was founded in 1886 at Warga in Friesland. The 
creameries grouped themselves into provincial federations, 
the majority of which formed a National Federation called 
the General Dutch Federation of Co-operative Creameries. 
The federations act as a whclesale society for the creamerics, 
buying their machinery for them and marketing their butter. 
Like Denmark, Holland has a butter control system. 
This was established by the societies themselves, but js 
subsidised to some extent by the State. The control is 
worked through a number of stations which test the quality 
of the butter, much in the way in which it is done in Denmark. 
The societies avail themselves largely of the expert assistance 
given at these stations, and the Dutch butter mark has 
raised the standard of purity almost as much as it has been 
raised in Denmark by the Danish mark. There are, in 
Holland, in addition to the ordinary types of co-operative 
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enterprise, co-operative factorics for strawplaiting and for 
the making of sugar from beet. 

In Norway, co-operation amongst farmers is of recent 
date, and is due partly to the example of Denmark and 
partly to the work of several socicties connected with agri- 
culture, of which the chief are the Land Husholdnings 
Selskaber, which are societies for promoting rural economy 
in various districts, the Royal Society (Kongelige Selskab 
for Norgesvel) and the Norwegian Farmers’ Union (Norsk 
Landmands Forbund). The Norwegian co-operative 
creameries are very numerous. Most of them produce both 
butter and cheese, but some of them confine themselves 
entirely to cheesemaking. Others which are situated near 
towns undertake to supply them with milk. In the Nor- 
Wegian Mountains, societies exist for the purpose of collecting 
milk and transporting it to creamcrics to be made into butter 
and cheese. In 1904, the first co-operative abattoir was 
founded at Hamar and several other abattoirs have since 
been modelled upon it. 

Agricultural co-operation in Italy, particularly in dairying, 
dates back to very early times. In the 14th and 15th 
centuries, the peasants in mountainous parts found it to 
their interest, on account of the smallness of their holdings, 
to unite in a spontaneous form of co-operation in order to 
make milk production profitable. The carlest form of 
co-operation in dairying was unlike that which we know 
to-day. The peasants equipped a small dairy with butter- 
making implements and hired a butter-maker. They all 
supplied their milk daily to the dairy but, instead of the 
profits being divided after the manner of the modern 
co-operative creameries, the system adopted was that of 
paying by rotation. Each member was credited in tum 
with the proceeds of a day’s buttermaking. Almost all these 
socicties have now adopted the modern method ; and most 
of them are affiliated not only to four Provincial Federations 
but also to the National Union of co-operative dairy societies. 

At Turin, Milan, Rome and many other places, there 
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are co-operative socicties which underiake the milk supply 
of the towns, and others which act as wholesale sellers of 
butter. An important form of co-operation in Tialy is that 
of the Cave Sociali. The object of these societies is to 
collect the grapes grown by their members and to make a 
uniform quality of wine from them. There are also co-opera- 
tive distilleries which make brandy from the residue of the 
grape after the juice has been expressed. 


In America, Co-operation amongst farmers is rather like 
Topsy, in that it “ growed,” and, up to recent years, not a 
great deal has been known in Europe of what it has achieved. 
Most of the co-operative societies have developed under the 
zgis of great social organisations such as the Grange, or 
Order of the Patrons of Husbandry, which has been estab- 
lished for nearly fifty years and has branches in all the States, 
the American Society of Equity, whose headquarters are in 
Wisconsin in the Middle West, and the Farmers’ Educa- 
tional and Co-operative Union in the South. Unfortunately, 
the differences between those taking the business and the 
educational points of view respectively in these great societies 
has done much to retard the orderly development of 
co-operation. 


¢ 


In many parts of America, the term “co-operative ’’ has 
been applied to organisations which are anything but 
co-operative in spirit and practice. On the other hand, 
organisations like the societies for the co-operative marketing 
of fruit in California, the Sheboygan cheese factories in 
Wisconsin and the co-operative abattoirs, elevators, and 
creameries in the Middle West are co-operative associations 
which can hold their own with any example of co-operation 
that Europe can furnish. It is interesting to note that about 
the same time that Sir Horace Plunkett was organising the 
first creamery societies in Ireland, Professor Haecker was, 
to use his own phrase, “‘ gum-shoeing ’’ about Minnesota on 
the same errand. The population of Minnesota being largely 
Scandinavian, he found little difficulty in carrying out his 
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propaganda, and he formed his creameries on the Danish 
model. 

There remains to be noticed the co-operative farming, 
in the proper sense of the term, which exists among farmers 
in Roumania and Italy. A co-operative farming society 
hires land and distributes it amongst its members in pio- 
portion to the size of their contribution to the guarantee 
fund. The members farm the land under the direction of an 
agricultural director, who prescribes the proper methods of 
cultivation and sees that the members carry out the same 
work at the same time and sell all their produce in common. 
In Italy some of the societies, having hired land, furnish their 
labour to work it collectively under the direction of a manager, 
who is controlled by a committee appointed by the society. 
In both countries, this form of co-operation arose from the 
existence of large properties with intermediary tenants who 
sub-let land to the peasants. 


CHAPTER VII. 


Classification of Co-operative Societies. 


NE of the difficulties which beset those co-operators 
who wish to make a close study of the theory of their 
movement—and without such a study the ideals are bound 
to fall behind the material interests—is that it has never 
until recently attracted the attention of orthodox cconomists 
to any great extent. Of Ienglish economic writers, Marshall 
alone realised the part plaved by co-operation mm modern 
business. Unfortunately the promise implied in his first 
volume of dealing fully with the matter has not been fulfilled. 
Even in European countrics where more synipathetic 
attention has been paid to the movement i bas not becn 
treated as a distinct part of the organisation of industry 
in any well-known work by a recognised cconomist. 

As a direct consequence of this neglect, the fact that 
co-operation 1s In itself a scientific form of organisation with 
its own Jaws and boundanes has been overlooked. Now the 
first step towards establishing the claim of co-operation to 
scientific treatment is the production of a reasoned, Scientific 
and acceptable classification of the types of effort involved. 
There is more in this than a mere pedantic desire for orderly 
arrangement, for until some classification is arrived at clear 
thinking on the subject is extremely difficult. That this 
difficulty is very greatly felt, and leads to much confusion at 
present, can be realised by anyone Who talks on the subject 
to the typical co-operator—much more the average man 
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in the street—for even half an hour, or who takes up one 
or other of the articles, pamphlets and books, now so 
abundant, in which co-operation is treated in a thoroughly 
haphazard manner. 

In conversation, the expression ‘co-operative agri- 
culture ” is so freely used as if it were exactly the same as 
agricultural co-operation that the vast majority of people 
are now unable to appreciate the difference between them. 
As an instance of how such verbal misunderstandings may 
have serious consequences, it may be remarked that quite a 
number of intelligent people, misled by the expression 
“co-operative agriculture,’’ have believed such countries as 
Ireland to be covered by associations of farmers engaged in 
tilling the land in common. The discovery that this is 
not the case has led them to proclaim, in the bitterness of 
disillusionment, that all this talk about co-operation is 
a fraud. 

The same misapprehensions have arisen from the use of 
such terms as co-operative production, productive societies, 
distributive societies, industrial co-operation, and so forth. 
Moreover, practically every authority has consented to the 
theory that “agricultural ’’ and “industrial ’’ co-operation 
are essentially different. This belief, which has Jed to a 
good deal of unnecessary separatism, would at once be shown 
to be fallacious by any attempt at scientific classification. 
A store which purchases on behalf of its members must 
belong to the same genus whether those members are towns- 
men orcountrymen, It may, of course, be put into a different 
subdivision for convenience; but there is no excuse for 
putting one kind of store into a class with a creamery because 
it is agricultural and another into a class with a printing 
society because it is industrial. It may well be argued that 
«a large amount of the friction, past and present, between 
the exponents of individualism and those of federalism within 
the co-operative movement springs from the lack of a proper 
understanding of distinctions which might be realised by 
classification, 
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A study of the existing bibliographies and standard 
works on co-operation reveals how little has been done in 
this direction up to the present. The compilers of the 
bibliography published by the International Co-operative 
Alliance, while covering the whole ficld of co-operative 
endeavour, have made no attempt to classify it other than 
in the most general manner, and the headings used overlap 
badly, as may be seen from the following examples :—General, 
Distribution, Production and Labour, Banking, Agriculture, 
Insurance, Settlement and  Tandholding, Workmen’s 
Dwellings, Co-operative Housekeeping and Lodging, Fduca- 
tion, Women’s Part, Profit-sharing and Co-partnership. 
There is obviously no attempt here at more than a very 
rough and ready division which leaves room for infinite 
differences of opinion. 

Compilers of other bibliographies pay scant attention 
as a rule to co-operation ; and where they do give space to 
it, as apart from general economics, they are content with 
such a casual division of the subject as occurs for instance 
in Stamhammer (Hibliogiaphie dcr Soctal Politik) where the 
sub-headings are General, Trade, Labour, Agriculture, while 
types of societics such as creameries are treated individually 
as separate units in alphabetical order. 

Turning to libraries, we find that most of them have 
practically no knowledge of co-operation, and certainly no 
specially devised classification. Except in the case of the 
Co-operative Reference Library, Dublin, to which we shall 
again refer, and that of the International Institute of 
Agriculture, no data are available as to the methods adopted 
by libraries which specialise in this form of literature. The 
catalogue of the co-operative section of the Central Bureau 
of Social Science in Holland is undoubtedly a careful and 
important piece of work; but so far as classification goes 
it follows more or less the lines of the International Co-opera- 
tive Bibliography. The skeleton classification which was 
drawn up by Dewey in issuing the célebrated decimal system 
which is the basis of almost all modern Jibrary work, shows 
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a complete ignorance of co-operation. It is possible, how- 
ever, to fit a new sub-division of any subject into the Dewey 
system and this has been done in the case of the International 
Institute and the Co-operative Reference Library. These 
efforts will be discussed in more detail at a later stage. 

The number of books which deal with co-operation in 
general as apart from co-operation in iis application to the 
needs of a particular country or a particular section (agri- 
culture and industry being usually treated separately) is 
very small. In most books, the chapters are merely devoted 
{o different types of society in the order of their importance, 
or else to different countries, without any attempt at classi- 
fication. There is, however, one notable exception to this 
general rule. Mr. C. R. Fay is one of the few writers who 
have treated of co-operative theory and of the practical 
details of the movement from a standpoint which was 
primarily that of the economist and only secondarily that of 
the co-operative enthusiast. As a trained student of 
economics, a pupil of Mcssrs. Marshall and Cannan, he has 
been able to approach the subject from a point of view which, 
while sympathetic, is unprcjudiced and scientific. Thus 
his book “Co-operation at Home and Abroad,” which 
remains a standard English work on the gencral theory of 
the movement, may be expected to throw some light on the 
matter we are discussing. We find, in fact, that he deals 
in his introduction with the question of classification and 
proceeds to classify the whole subject under four main head- 
ings : (1) Co-operative Banks, (2) Co-operative Agricultural 
Societies, (3) Co-operative Workers’ Societies, (4) Co-opera- 
tive Stores. This classification he believes to be exhaustive ; 
and in discussing it he states that the first three classes are 
Associations of Producers, the fourth class heing Associations 
of Consumers. 

Space does not permit us to enter into a detailed examina- 
tion of this claim; but with all due respect to the author, 
whose work is of the highest order, we believe the statement 
to be entirely vitiated by two considerations. The first 
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is that he classifies co-operative societies not by the functions 
they perform, nor by the purposes for which the members 
resort to them, but by the occupations of those members. 
This seems very like classifying plays not by their dramatic 
intention but by the temperament of the audience. It 
leads to two grave anomalies—the placing under the same 
heading of an agricultural society for the purchase of require- 
ments and one for the manufacture of butter, which seems 
obviously inconsistent, and the separation of consumption 
from production by an arbitrary line in the case of “store ” 
societics. Secondly, it leads to that differentiation of 
agriculturists and industrialists which both in the interests 
of academic correctness and also of practical co-operative 
harmony it is most desirable to avoid. A society pur- 
chasing requirements is, to Mr. Fay, an association of pro- 
ducers if it is made up of farmers and of consumers if it 1s 
made up of artisans. Whai, then, is to be said of a society 
of which half the members are farmers and half artisans ? 
There are many of these now in existence and we hope they 
will continually increase In number and Importance. 

We do, however, see in Mr. Fay’s classification a great 
advance beyond the ordinary method of treating the subject 
in that he has called attention to the desirability of using 
the terms Associations of Producers and of Consumers instead 
of the very misleading expressions “* Productive and Distribu- 
tive Socicties.”” It 1s only in the method of defining terms 
that we differ from him, 

The classification adopted by the International Institute 
of Agriculture in its monthly bulletins (that used in its 
Library is a modification of the Dewey system on the same 
lines) marks another step forward. Co-operative societies 
are here classified “not according to what the sucicty does 
as a society but according to what the members have com- 
bined te do.””.» Thus, when they combine to purchase it is 
called a “Society for Purchase.’ Similarly we have 
*‘Societics for Sale’ and “‘Sacicties for Production and 
Sale,” Societies where the object is increased production 
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have been called ‘‘ co-operative productive socicties ’’—but 
here, unfortunately, the description becomes somewhat 
inaccurate, for it is not the societies which are producing but 
the members. It is only fair to say the difficulty is partly 
caused by the fact that the classification is made in Trench. 
The final classification is as Sollows :— 

1. Credit. 

2. Production. 

3. Purchase. 

4. Sale. 

5. Production and Sale. : 

There are, of course, Serious difficulties here. The third 
and fourth classes often have to be grouped together, and 
there is bound to be overlapping. But, as usual, the chief 
trouble arises over the word “ production.” The critic will 
ask why a member who goes to his society for the purpose 
of hiring a machine differs from the one who goes to his 
society to buy basic slag— both are using the society for 
the purpose of increasing their production. 

We may, however, concede that the International In- 
stitute has made a more determined and more scientific 
effort to deal with the maiter than any other body. It is 
unforiunate that its work has neecssarily been confined to 
co-operation among farmers, with whose interests it is alone 
concerned. It is also to be regretted that, no doubt for the 
sake of convenicnee, the classification outlined above, which 
would go a long way towards covering the whole field, has 
been departed from im the Bulletins by making many 
exceptions. Thus insurance 1s treated quite separately ; 
collective farming has not been brought into the classifica- 
tion; and even co-operative dairies and wine socicties have 
sections to themselves. These last, of course, can be fitted 
into the scheme and are left out only for convenience of 
handling ; but it is noteworthy that socicties which merely 
sell milk or wine are treated under the same heads as those 
which manufacture and sell, and this seems misleading and 
illogical. At any rate, the existing index to the Bulletins 
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has so many overlapping headings as somewhat to obscure 
from the reader the excellent work which has been done by 
the Institute in the direction of clearing the issue. 

The Co-operative Reference Library in devising its 
scheme of indexing, adopted a complete modification of the 
Dewey decimal system. The resulting classification has 
proved, on the whole, convenient and satisfactory for library 
purposes, but has little valuc for our purpose in this chapter, 
since ‘* Industrial ”’ co-operation and ** Social” co-operation 
both figure as headings, and thus perpetuate the overlapping 
and arbitrary distinctions of which we have complained. 
The classification of agricultural co-operation is, however, 
more helpful ; the ideas of both Mr. Fay and the Inter- 
national Institute have been considered and modified, so 
that only two divisions remain, which are called ** Producers’ ”’ 
Co-operation and ‘‘ Consumers’ ”’ Co-operation. Societies are 
classed under one or the other according as their members 
have combined in their capacitics as consumers of raw 
materials and services or as producers anxious to manufacture 
and sell their product. This division seems to go nearer to 
the root of the matter than any other. The difficulty remains 
that one society may perform functions which would bring 
it under both these heads; to this it can only be answered 
that such a society docs not admit of classification unless 
its two functions be separated for the purpose. 

Such is a brief survey of the position in respect of classifi- 
cation as far as we have been able to discover it from the 
available data. It is at once apparent that it would have 
been impossible to write the present book--and more par- 
ticularly the second volume—with any approach to clearness 
or completeness without some attempt to create a scientific 
division of co-operative types so that each might be illus- 
trated according to its importance. Accordingly, we have 
been cbliged to frame such a classification for ourselves. 

In doing this, we have found the one great difficulty to 
be that of distinguishing production and consumption without 
dividing one class of the population arbitrarily from another. 
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‘ We have been particularly anxious to do this in such a way 
as to remove some of the misunderstandings which have 
sprung up between the exponents of the federalist and the 
individualistic schools. We have rejected, absolutely, the 
formal distinction between Industrial and Agricultural 
Co-operation and have abandoned the mischievous terms 
** distributive ’’ and ** productive ”’ co-operation. The expres- 
sions ‘‘ Producers’ ”’ Co-operation and “Consumers ”’ Co-opera- 
tion also seemed undesirable, as being Hable to lead to the 
adoption of Mr. I‘ay’s system of classification by occupation. 
We adopted as an alternative, the phrases ** Co-operation 
for Production’ and ‘Co-operation for Consumption.” 
Under these two main headings, we have sought to group 
the whole range of existing and probable co-operative 
activities. Consideration of the fact that consumption 
includes consumption of services as well as of goods, has 
led us to sub-divide this heading into these two branches, 
and we have been thereby enabled to bring both credit 
and insurance into our main scheme by classifying them as 
co-operation for the consumption of services. Co-operation 
for sale has presented a more difficult problem ;~ but after 
consideration we have included it under production, regarding 
sale (even where manufacture does not take place) as 
necessarily the completion of the process of production. 
In our sub-divisions, in addition to distinguishing between 
gouds and services, we have tried to indicate the various 
processes in production or consumption which were actually 
handled co-operatively, and have indicated, to some extent, 
the difference in the nature of the articles dealt with—as, for 
instance, raw materials, and half finished or finished products. 
We claim neither originality nor completeness for this 
scheme ; the task of making it has been one which we would 
willingly have avoided; but under pressure of necessity 
we have done our best to construct out of the available 
materials provided by the pioneer work of others such a 
skeleton structure as would at least enable us to discuss 
co-operation in all its phascs with some degree of clearness. 
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The complete scheme, with some explanatory comments 
and ilustrations, is as follows :— : 


A.—CO-OPERATION FOR PRODUCTION. 
A. I.—-FoR PRODUCTION OF Goons. 
1. Associations of Producers to produce co-operatively--- 


(a) Raw Materials. 

This includes co-operative farming and 
any other genuine specimen of actual 
‘co-operative production.’ 

.(b) Finished Materials. 

e.g., the self-governing workshops and 

industrial produciive socicties. 


2. Associations of Producers to sell co-operatively (the 
production being undertaken by indtviduals)— 


(a) Raw Materials—~ 
Grain, eggs, live stock, fruit, &c. 

(6) Conversion of raw materials and sale of 
the finished product. 

u.£., by societies, such as creamerics mn 
which the co-operators carry on both 
manufacture and sale. 

(c) Finished Materials— 

Co-operative sale of articles manufactured 
by the members  individually—e.g., 
Home-Industry socictics of the Scottish 
type. 

3. Assoctations of consumers to own the means of con 
verting raw material into finished material..- 


¢.g., the productive departments of the stores 
and their federations. 


4. Assoctations of consumers to own the means of pro- 
ducing raw materval---- 
e.g., the businesses belonging to the store 
societies and their federations. 
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A. II.—For PRODUCTION OF SERVICES— . 
This includes such societies as newspaper 


printing societies. 
B.—CO-OPERATION FOR CONSUMPTION. 


B. J..—For CONSUMPTION OF GOODS. 


1. Domestic requirements. 
2. Trade requirements. 
(a) Of producers of raw material. 
(6) Of producers of finished material. 
é.g., co-operative purchase of leather by 
bootmakers. 
(c) Of services. 
é.g., cO-opérative purchase of cabs by 
Parisian cabdrivers. 
B. I].—For ConsuMPTION OF SERVICES — 
1. Credit. 
(a) Personal (t) Long term (Raiffeisen, &c.). 
(2) Short term (Schulze, &c.). 
(6) Real (or mortgage), ¢.g., Landschaften. 
(c) Building Societics (not to be confused 
with B. I1., 3). 


2. Insurance—- 
(a) Of crops. 
(b) Of Live Stock. 
(c) Of Person and Property. 
3. Domestic Services --- 
(a) Housing, e¢.g., Co-operative Tenants Ltd. 
(b) Electric Supply. 
(c) Telephone. 
(d) Laundries. 


It would be possible by slightly stretching the definition 
of a co-operative society to extend B. II. to various forms 
of association for mutual help such as burial clubs, medical 
aid societies and so forth. Also various agricultural associa- 
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tions such as cow-testing associations, stock-breeders’ 
improvement societies and the like might be included under 
the consumption of services. We have decided, however, 
to confine ourselves as far as possible in this book to socicties 
which conform to the recognised business type which we 
have sought to define and which is generally understood by 
the expression ‘‘ co-operative society.” 

It is plain that, in this classification, federations of co- 
operative societies would fall under the headings appropriate 
to the nature of the societies which they serve; but as a 
large number of such federations would have to appear under 
several headings we have for the sake of convenience treated 
them separately under the following grouping, which 1s 
necessarily of a less scientific nature :— 


FEDERATIONS. 


1. For Organisation, Supervision, and Propaganda 
(non-trading). 

2. For Trade. 

3. For Credit. 

4. For any two, or all, of the above. 


We trust that the reader who has given attention to this 
necessarily dull and technical chapter will be enabled to 
follow the plan on which our. description of the types of 
co-operative activity, both in the next four chapters and in 
the second volume is based. 


CHAPTER VIII. 


‘Co-operation for Production. 


| . this, and the following two chapters, we do not propose 
to do more thar sketch briefly the leading features of 
some of the types of suciety which are included in our classi- 
fication. The detailed description of these societies, as they 
exist in various countries, is left to another volume in which 
we shall deal solely with the practical aspects of co-operation. 
The organisation of men in their capacity as producers 
makes the earliest and most stirring appeal to the imagina- 
tion of the social reformer, for it seems to assert definitely 
the right of human beings to self-expression and self-govern- 
ment in industry. The form of co-operation which consists 
in the making of economies in expenditure has in it less of 
romanticism and less interest ; it 1s a development rather 
of the modern practical and thrifty spirit, of the philosophy 
which sees that idealism requires a material basis. Thus it 
is not surprising to find that while, as we have shown, modern 
co-operation owes its origin to consumers, the earliest develop- 
ments of co-operation, arising out of primitive forms of 
communal association, belong chiefly to what we have called 
co-operation for production. We therefore deal with these 
first, and, for the sake of convenicnce, we shall arrange the 
various illustrations under the headings we have adopted in 
our former classification. 
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A. I1.—PRODUCTION OF GOODS. 


1. ASSOCIATIONS OF PRODUCERS TO PRODUCE 
CO-OPERATIVELY. 


Under this heading we deal solely with production, under- 
taken by persons co-operating for the purpose of producing 
marketable articles in their own common interest. This 
class again falls into two divisions, (a) those who produce 
from the beginning, and (4) those who have to buy raw 
materials, and thus have some clement of consumers’ co-opera- 
tion in their association. 


(a) Producers of Raw Materials. 


Since raw materials come in the first instance from the 
earth, directly or indirectly, only farmers or those who work 
in mines, quarries, or oilficlds can properly be called pro- 
ducers of raw materials. Co-operation among such persons 
is practically confined to the common ownership and cultiva- 
tion of land. The most successful examples of this are to 
be found in Italy, Roumania, and Serbia, where co-operative 
farming seems to have come to stay. There are, however, 
in these countries two forms of co-operative farming, which 
must be sharply distinguished. In both forms, a society 
is founded for the purpose of either buying or renting Jand. 
In the one case, however, this land is farmed in common 
by all the members of the society, acting under the direction 
of a committee or an elected official and sharing the produce 
either equally or in proportion to labour done. In the other 
case, the land is divided into small holdings, each of which 
is farmed by the holder and his family. In this latter case, 
certain operations may be performed collectively, and grazing 
land may be held in common, while all the members hencfit 
from the services of an expert instructor paid by the socicty, 
and co-operate for the purpose of cconomical buying and 
advantageous selling. 

This class of society, though thoroughly co-operative, 
must not be included under our present heading, as the mem- 
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bers are not co-operating for the actual purpose of production. 
Those which do come under our heading are, as a matter of 
fact, comparatively rare, for it seems to be a deep-rooted 
instinct of the agriculturist (which probably springs from 
practical experience) to desire to work his own land for 
himself. Curiously enough, one of the most successful 
examples of this type while it lasted was the pioneer 
experiment of the Ralahine Co-operative Farm in Ireland. 
For a few years, this community—of which a most interesting 
description is available to all readers—actually cultivated a 
large estate under the guidance of an elected committee and 
Manager, and not only did so with technical and material 
success but made a tremendous change in the social and 
moral status of its members. The colony came to an end 
only through the bankruptcy of the owner of the estate, a 
cause which had no connection with the experiment. Various 
other attempts in different countries have, however, proved 
short-lived and often disastrous. 

In Roumania, co-operative farming, which is well 
developed, is carried on -only on the individual 
system ; the collective system with which we are here con- 
cerned obtains in Italy, chiefly in the Province of Emilia. 
It sprang originally from two causes, the first and most 
important being the existence of a large class of landless 
agricultural labourers who worked for a daily wage and 
were frequently unemployed, the second being the extortions 
of intermediate agents who rent land from large proprietors 
and re-let it to tenants at an extravagant price. 

The following brief description of a suciety of this kind 
is taken from the “ Année Sociale Internationale ” for Igio. 
It is translated in the Bulletin of the Co-operative Reference 
Library, Vol. x, No. 7, January, 1915, which includes a 
detailed description, with bye-laws, of one of the successful 
Italian societies :— 

‘‘ The members are agricultural labourers or even farmers 
who have only a small amount of land of their own, and 
consequently have to find employment on other land besides 
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their own. Members must pay an entrance fee to the 
society, and subscribe for at least two shares of the value 
of 12 francs (say Ios.) each, which may be paid up by monthly 
instalments. These members are paid wages for their work, 
elther by time or by the piece. Piecework for the execution 
of certain kinds of work is often carried out in the form of 
collective work, that is to say, the whole wage earned is 
paid to the foreman of a group who afterwards divides it 
among his companions. Wages, as a rule, are paid weckly ; 
but many of the societies are not well off before the harvest 
comes in, and therefore they only pay part of the weekly 
wages in cash and ask their members to give them credit 
for the balance, or, more often, they give them dockets 
which certain tradesmen are willing to accept in payment 
for goods. Finally, when the business year results in a net 
profit, this profit is divided as follows :—3o per cent to the 
reserve fund, 30 per cent to the provident fund, and the 
remaining 40 per cent to the members in proportion to the 
number of shares which they own in the society, and not, 
as would be even more in conformity with pure co-operative 
principles, in proportion to the amount of work done and 
wages received by them during the year.” 

Before leaving this section we may point out that there 
is no hindrance to the application of co-operative methods 
to coal-mining, quarrying, &c., except the large amount of 
capital and skilled management which would probably be 
required. 

The only other type of society which might legitimately 
be included under this heading is perhaps the “ peatmoss ”’ 
society, common in Finland, in’ which the members 
collectively own and work a bog for the purpose of providing 
themselves with litter. 


(b) Producers of Finished Matertals. 


Under this heading come the bulk of the societies which 
have sprung up among industrial workers as a result of the 
enthusiasm for self-governing workshops which had _ its 
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greatest vogue in France about 1850. The “ Associations 
Ouvriéres,”’ as they are called, owed their inspiration to 
Buchez, and supplied the model for the earnest group of 
social reformers known as the Christian Socialists, who, 
under the leadership of Maurice, Neale and Ludlow, became 
prominent in England in the hard times about 1847, 

For a short time, these societies met with extraordinary 
success ; but want of discipline and the increasing com- 
plexity of industrial conditions and, above all, of the world’s 
market for goods, brought about a rapid and almost com- 
plete collapse. In spite of many attempts at revival, the 
survivors are few and we can only give as examples the 
Lunetiers, or spectacle makers, of Paris and the great metal 
foundry of Godin, at Guise, which remained the most striking 
instance of complete co-partnership until its destruction 
during the recent European war. 

In England, the movement started by the enthusiasm 
of the Christian Socialists has had a hard struggle—to which 
as we have seen in a previous chapter the competition of the 
Co-operative Wholesale Society and other co-operatively- 
owned factories has contributed not a little—-and has 
suffered many disillusionments. Yet there remains a little 
band of successful societies, affiliated for the most part with 
the Co-operative Productive Federation, which still exhibit 
in a greater or lesser degree the characteristics of the self- 
governing workshop. Even among these, the vanety of 
type is very great and nearly all of them differ from one 
another in details. 

Mrs. Sidney Webb, who has written most illuminatingly 
on this subject, has divided the societies into four types and 
we cannot do better than quote her classification at this point. 

‘Class I.- -Associations of workers formed on the 
Christian Socialist model; selecting the committee of 
management from amongst their own numbers, and employ- 
ing members only. 

“Class I].—Associations of workers of like character ; 
but who have bound themselves over to, or had imposed 
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upon them, an irremovable governor or irremovable com- 
mittee-men. 

“Class III.—Associations of workers governing them- 
selves but employing outside labour—practically small 
masters. 

“Class IV.—Societies in which outside shareholders 
and stores supply the bulk of the capital, but in which the 
workers are encouraged or obliged to take shares, although 
they are disqualified from acting on the committee of 
Management.” 

Consideration of this list will show at once that in the 
second and fourth classes co-operative production, properly 
speaking, does not exist, since those who produce do not 
govern. These come under the heading of profit-sharing or, 
at the best, limited co-partnership ventures: an interesting, 
but not very satisfactory, development upon which much 
has been written but with which we are not concerned in 
this book. The third class is an even worse case, for here 
the socialist-co-operative producers are in reality an associa- 
tion of miniature capitalists, with little excuse cither in 
cthics or economics. We are left, therefore, with the first 
class, which numbers some eight or ten societies in England, 
a few in France, a successful glassmakers’ society in Italy, 
and a number of “artels in Russia. These societics cover 
a number of different trades, and it is apparent that the 
form 1s equally applicable to almost any industry—the 
limitations to its use being imposed by the conditions 
governing the particular industry at the moment, and not 
by anything in the principle itself. 

On the whole, the textile, boot and shoe, metal and glass 
trades appear to have been the most suitable field ; and we 
may cite as a very successful ¢xample the Kettering Clothing 
Manufacturing Co-operative Society. In this society, the 
workers are all shareholders, and other shares are held by 
the customers, most of whom are members. The share of 
profits due to each worker is placed to his (or her) credit as 
loan capital until the worker reaches the age of 19, after 
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which he must apply for membership. Thereafter he must 
leave half his profits with the socicty cach year, until the 
total sharcholding amounts to £25 in the case of a man and 
{10 in the case of a woman, At gencral meetings, all mem- 
bers, whether workers or otherwise, have one vote cach. 
The committee consists of eight persons, five being employees, 
two ordinary shareholders and one a representative of share- 
holding societies. The president and manager are additional 
members of the committee. The results of the presence of 
workers in a majority on the committee appear to have ‘been 
entirely satisfactory. Profits are divided between labour, 
capital and custom, nc distinction being made between 
members and non-members among the customers. 

The history of the Familistére at Guise may be studicd 
in Fay’s “Co-partnership in Industry” by all who are 
interested in the working out of this form of association. 


2.—-ASSOCIATIONS OF PRODUCERS WHO SELL, BUT. DO 
NOT PRODUCE, CO-OPERATIVELY. | 
(a) Producers of Raw Materials who sell co-o'peratively wtth- 
out conversion, 

The only things which the primary producer 1s able to 
sell on his own account without any process of manufacture 
or conversion are the crops and fruits of his land, lus live 
stock and the eggs from his poultry yard. Perhaps we may 
by a slight concession add poultry, game, rabbits and fish. 
All of these have been sold co-operatively mm various 
countries. Co-operation for sale has always, however, been 
a later development than collective purchase, as it requires 
far more loyalty, enterprise and knowledge, and involves 
much greater risk. It is not altogether surprising to find 
that it has achieved its greatest success in North America, 
where co-operation as a whole is in its infancy. The American 
farmcr’s business knowledge and enterprise are greater than 
those of most European farmers, and the conditions of the 
country with its vast areas under a untform crop of grain 
or fruit are favourable to collective sale, while they make 
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the ordinary purchasing seem a rather small matter. Two 
main types of society exist: the grain exchanges, and the 
fruit-growers’ associations. 

In Canada, the praine provinces have created three 
vast farmers’ societies which undertake for their individual 
members the sale of their grain and also the purchase of 
their requirements. The oldest of these is the Grain- 
growers’ Grain Company, whose’ turnover in IgI5 
amounted to $10,000,000. This society owns a seat on the 
Winnipeg grain exchange and also carries on direct export 
trade through a separate department. There are no local 
societies affliated with it; but it has individual members, 
a fact which differentiates it from the more usual federal 
type of organisation. The Saskatchewan Elevator Company, 
which works through local societies owning elevators at all 
important railway points, is equally important and in some 
ways more co-opcrative ; and the Alberta Farmers’ Union is 
rapidly growing to the same dimensions. These bodies have 
been imitated across the border ; and the American Socicty 
of Equity (a great farmers’ socicty extending over the middle 
western States) has organised a grain-selling agency at St. 
Paul. This agency is remarkable in that it constitutes in 
itself the whole grain exchange of that cily, co-operators 
having been denied acccss to the exchange im the sister city 
of Minneapolis which up till then enjoyed a monopoly of the 
grain market of Minnesota. 

There are also in the States several thousand local co- 
operative elevators which sell to commission agents. Many 
of these are really joint-stock companies in form. Some of 
them are in the hands of merchants, ‘but the greater number 
are co-operative in intention and are gradually becoming 
co-operative also in form. They have undoubtedly con- 
ferred great benefits on their members. 

In Germany and Austria, the sale of corn is carried on 
through large societies owning warchouses at central points ; 
these have received encouragement and often subsidies from 
the State, which foresaw (and recent events have justified 
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the speculation) their potential usefulness to the authorities 
in time of war. A detailed description of the German ones 
is to be found in Mr. Cahill’s report published in 1913. 

America may again claim first place in the co-operative 
marketing of fruit. Citrus fruit especially lends itself to 
this treatment, as it is easy to establish a standard of quality, 
and the commodity is not particularly perishable, two very 
important points in grading. The Citrus Fruit Growers’ 
Exchange, with its headquarters in California at Los Angeles, 
has made its oranges famous throughout the world under 
the ‘* Sunkist ” brand. This organisation works through a 
number of local societics with seventeen district cxchanges 
and a central office acting as a clearing house for the whole 
of the produce. About 7,000 growers are included, disposing 
of about 65 per cent of the total crop of the State. The 
whole business is donc on a cash basis. A similar, but smaller, 
society exists in Florida, while varicus other forms of fruit, 
vegetables, potatoes, &c., are sold collectively in a number 
of States where large areas are devoted to these crops. A 
good deal of fruit selling is undertaken by agricultural 
syndicates in France. Italy, also, has societies of this kind 
(notably among the citrus fruit growers of Sicily); while 
in Germany, notable progress has becn made in the sale 
of vegetables in neighbouring towns by the East Prussian 
Farm Women’s Union. 

Egg and poultry societics—a form of organisation which 
is simple and self-explanatory~-have been extremely success- 
ful in Denmark, where a great federation exists for the 
export of eggs. To a less extent, this trade is co-operatively 
organised in Ireland, but the number of separate societies 
for the purpose is small and it is usually found convenient 
to use the facilities of an existing creamery or agricultural 
society. Other types of socicty are those for the sale of 
live stock, of which examples are to be found in America 
and Germany, those for the sale of silk, of which examples 
exist in Italy, associations (which have had a rather pre- 
sarious existence in various countries) of dairy farmers for 
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supply of milk to cities, and finally co-operative fishing 
societies. Of the latter type, a very interesting cxample 
was organised in Labrador by Dr. Grenfell, the well-known 
explorer ; and a most successful society for the sale of fresh 
and cured mackerel exists on the barren Islands of Aran, off 
the west coast of Ireland, the society having done a great 
deal to alleviate the lot of the inhabitants in that district. 


{b) Producers of Raw Matertal who combine co-operatively to 
own the means of converting their raw material into a 
finished product. 

This section includes some of the types of agricultural 
co-operative societies which are most widely spread and 
most successful in all countrics. These differ from the 
purely selling societies in that they require an equipment 
and a staff for what may be roughly called manufacturing 
purposes, and they are more easily made successful by the 
fact that temptations to disloyalty are not so many and so 
strong and also because the standardisation of the produce 
is rendered comparatively easy by the process of manufacture. 
The most common society of this kind is the creamery. 
Since modern methods of butter-making were introduced in 
Denmark some thirty-five vears ago, it has become increas- 
ingly difficult for the farmer to obtain a good price for his 
butter unless it is made on the creamery system. For- 
tunately, at the time that this tendency began, co-operation 
was in full vigour and was able to outstrip the capitalist 
to a large extent in the race to provide the necessary facilities. 
Denmark led the way in this movement and is now covered 
by a network of modern scientifically-managed and prus- 
perous creameries which are owned by, and return al] their 
profits to, the small farmers who organise them. The stand- 
ard of butter-making and the yicld of the cows have been 
enormously improved. 

Not far behind comes Ireland, which fell into line in 
1894 under the stimulus of Sir Horace Plunkett’s strenuous 
propaganda, and in 1917 had 350 co-operative creameries 


Co-operation in Many Lands. III 


with an output of butter valued at $4,000,000, Finland, 
Germany, France, Russia, Italy, Austria—practically all 
European countries where any dairy farming exists (and 
where docs it not ?) have seen and seized the advantages of 
such societies. There are also several hundreds of them in the 
State of Minnesota alone. The method of organisation 
differs very little in the different countrics, and is a close 
approximation to the Rochdale plan--supplicrs being paid 
month by month at a rate proportionate to the market price 
of butter, and participating either through a common reserve 
fund or by direct dividend in any surplus at the end of the 
year. One of the great benefits of the co-operative creamery 
lies in the returning of the skim milk to the supplicr. Many 
subsidiary enterprises ranging from the purchase of manures 
and seeds and the sale of eggs to the utilising of surplus 
power for a grinding mill, a saw mill or a laundry, are also 
undertaken by creameries. 

The cheese factories which exist in many countrics and 
for which Holland, particularly, is famous, are sufficiently 
akin to creameries to need no further description ; and even 
the wine-making societics of France and Italy and the 
distilleries of Germany, in which industrial alcohol is pro- 
duced from potatoes, are similar in method though the 
material handled is very different. 

A more ambitious enterprise is a co-operative abattoir 
or bacon factory. These two undertakings are found 
successfully working in Denmark, Ireland, and the United 
States and are of the greatest possible importance to live- 
stock farmers. 

Denmark has led the way in this, as in the matter of 
creameries, and, at the present time, practically every 
Danish farmer who raises pigs has the opportunity of having 
them handled by his own co-operative society. These 
societies produce, in addition to bacon, all manner of by- 
products, including tinned and potted goods. They also deal 
with a certain quantity of cattle in addition to pigs. Societies 
which handle cattle on a very large scale are rapidly springing 
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up in the Middle Western States as a practical protest against 
the rings which dominate the great live-stock markets. An 
increasing number of farmers are freeing themselves in this 
way from the domination of the great “ packers’ ”’ trusts of 
which we have heard so much of late. Nearer home a 
successful example of a co-operative abattoir is to be found 
at Wexford, in Ireland. 


Milling is a further form of activity which may well be 
undertaken by co-operators in their capacity as producers. 
It affords the grower of corn crops an opportunity of obtain- 
ing a market and getting his fair share of the price without 
the large and risky operations—such as we have described 
in the previous section—incidental to the sale of grain in its 
unmilled condition. Co-operative mills have therefore been 
established in many countries—notably in Belgium and 
France, where the producers’ interest has also been so far 
extended on some occasions as to provide the bakery as well 
as the mills. A full description of these activities will be 
found in a previous monograph by one of the present 
writers.* Under the stress of war conditions, a great deal 
of co-operative milling is now being carried on in Ireland ; 
but, in the great majority of the cases, this work is subsidiary 
to the activities of an existing co-operative creamery. 

The production of industrial alcohol and also, perhaps, 
of beet sugar, are industries which may well be introduced 
to our agriculturists in connection with co-operative methods. 


(c) Producers of fFtntshed Matertals who combine to sell 
co-operatwvely. 


In the case of a creamery the primary purpose for which 
the members co-operate is to effect economies in the process 
of manufacture. Though the selling of the manufactured 
article may have become an important part of the enter- 
prise, the value of a creamery to its proprietors would still 
be very great even if there were no competition in sale. 


* « Co-operative Mills and Bakeries.’’ Cruise O’Brien, Co-operative 
Reference Library, Dublin. Miscellaneous Publications No, 2. 
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But we can imagine a combination of persons all manu- 
facturing butter at home and combining only for the purpose 
of selling it collectively. Such a society would come under 
the present heading. In point of fact, such societies are 
rare, because it is usually to the interest of the members to 
carry on the manufacturing process in common, as in the 
case of butter. Even the Russian ‘‘artels ’’ which sell the 
product of various cottage industries appear to carry on the 
manufacture of these articles more or less in common. But 
some of the home-industrv socictics In Scotland and Treland 
may be mentioned in this connection, particularly those 
which sell homespun tweeds. In these cases, the manu- 
facturing process is carried on entirely by the individual 
members, and the society is responsible merely for the 
organisation of the market and the giving of advice, assistance, 
and supervision. 

Under more primitive conditions of industry there was 
considerable room for societics of this kind in a number of 
trades where the individual craftsman could work at home 
and then, with others, sell co-operatively, but the present 
era of large-scale factory production has left them little scope. 


3.—ASSOCIATIONS OF CONSUMERS WHO COMBINE CO-OPERA- 
TIVELY TO OWN THE MEANS OF PRODUCING FINISHED 
MATERIAL FROM RAW MATERIAL. 


As we have already scen, this section and the next are 
those around which the bitterest controversy has raged. 
We do not propose in this place to raise again the various 
points at issue. The steps by which we have arrived at 
our present classification of these enterprises have already 
been discussed in detail and we have now only to indicate, 
briefly, the nature of the undertakings. 

In proportion as the distributive movement in all 
countries has gained in strength, it has become increasingly 
clear to its members that full efficiency demanded more and 
more control of the sources of supply. The matter has often 
been brought to a head by some form of boycott or extortion. 
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The Co-operative Wholesale Society, for instance, could not 
be expected to remain at the mercy of the Soap Trust for 
all its supplies of soap. As a consequence, organised con- 
sumers, when thev have gained sufficient strength, have 
taken steps to organise productive departments for them- 
selves. The extent to which this has been done may he 
taken as a good rough-and-ready test of the strength which 
the movement has attained: and it is consequently not 
surprising to find that it is far more advanced in England 
and Scotland than anywhere clse. Most of the factories 
are owned either by the Co-operative Wholesale Society 
or the Scottish Co-operative Wholesale Society, but a number 
of the larger local socicties have also expanded in this direction, 
The articles chiefly produced are flour (the Co-operative 
Whol.sale Society is the largest flour miller in the United 
Kingdom), biscuits, jams, soap and various sundries such as 
boot polish. The manufacturing activities carried on by 
the Co-operative Wholesale Society in 1915 included the 
production of the following goods :-— 

‘Flour, butter, margarine, biscuits, sweets, preserves, 
pickles, vinegar, candied peel, cocoa, chocolate, tobacco, 
cigars, cigarettes, snuff, soap, candles, glyccrine, starch, 
blue, paints, varnish and colours, boots and shoes, saddlery, 
woollens, clothing, flannels, shirts, mantles, underclothing, 
overalls, umbrellas, leather bags, corscts, millinery, hosiery, 
silesias, shirtings, coloured cotton goods, pants, ladics’ 
underwear, cardigans, furniture, brushes, general hardware, 
bedspreads, wire mattresses, mats, fais, &c.” A full 
description of the factories is given in the Co-operative 
Wholesale Societies’ annual publications. The list in 1916 
shows a total of 48 factories with 16,206 employees. The 
Joint output of the productive enterprises of the two Whole- 
sale Societies In 1915 was valued at £17,350,906. In addition, 
the local societies through their productive departments 
produced goods to the value of no less than {£19,123,388, 
while associations of consumers for milling, baking, &c., had 
an output of nearly £2,000,000. 
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Production by, or on behalf of, co-operative consumers 
has not reached anything like this extent in other countries ; 
but it has begun to develop everywhere where the distribu- 
tive movement is strong, notably in Denmark, Germany, 
Finland and Italy. The Danish Wholesale Society owns 
sugar and chocolate works, a tobacco factory, soap works 
and a rope factory, and also manufactures about 70,000,000 
pounds of margarine which the thrifty Dane eats as a sub- 
stitute for the butter which he produces so efficiently and 
exports. France is notable for the existence of a number of 
co-operative bakeries organised by consumers as separate 
institutions. 

It is not necessary to dwell on these undertakings of the 
co-operative movement, vast and important though they 
undoubtedly are, since both in organisation and in business 
method they are similar to ordinary factories (though we 
hope and believe that the employees receive treatment in 
accordance with higher standards), and it is only in respect 
of the capital employed and of the co-operative use of their 
product that they are differentiated. 


4.—ASSOCIATIONS OF CONSUMERS WHO COMBINE CO-OPERA- 
TIVELY TO OWN THE MEANS OF PRODUCING RAW 
MATERIAL. 


Under this heading we have what is really another phase 
of the tendency referred to in the last section for consumers 
to seek the sources of supply. This principle is obviously 
applicable in the highest degree to agriculture, and it is 
therefore most logical that consumers’ associations should 
seek to engage directly in farming, in order to supply their 
own needs. The wisdom or unwisdom of the policy is a 
matter for debate in another place, but its attractiveness 
is evident. lew socicties, however, will care to embark 
on agriculture—notoriously an uncertain occupation—until 
their strength is fully established ; and it is only in England 
nd Scotland, and there only during the last few years and 
among the largest societies, that we find this development 
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has been undertaken. In 1917, 105 distributive socicties 
and the Co-operative Wholesale Society farmed land amount- 
ing in all to something over 25,000 acres, of which two-thirds 
were owned and one-third was rented. The capital invested 
in these undertakings exceeded half a million pounds and, 
while the surplus earned was small, the benefit to the mem- 
bers of societies in obtaining fresh produce was no doubt 
considerable. 

The size of the estates varies from about 3,000 acres 
in the case of Desborough and Plymouth societies, and the 
Co-operative Wholesale Society, down to five acres of rented 
land at Walkerburn. 

In this category must also be placed the tea plantations 
and wheat fields owned by the Wholesale Societies of England 
and Scotland. 

_ A curlous compromise between this form of farming by 
a distributive socicty and co-operative farming proper as 
described in the first section of this chapter is illustrated 
by tle Foynes Co-operative Tillage Society which has come 
into being at Foynes, Co. Limerick, on the initiative of 
Lord Monteagle, one of the pioneers of Irish co-operation. 
In this case, a number of labourers and others who own no 
land have combined to rent land and grow wheat, oats 
and potatoes, which they consume themselves. This society 
differs from the co-operative farming society in that the 
members do not necessarily work on the land themselves ; 
and it differs from the kind we have just enumerated because 
the members have joined together solely for the purpose of 
carrying on these operations. The experiment—which 
appears likely to be highly successful—will be watched with 
interest as providing a possible solution of the problem of 
doing something by co-operative means for the landless 
agricultural labourer. as 


A. II.—Co-oOPERATIVE PRODUCTION OF SERVICES. 


It is somewhat difficult to know whether we are justified 
in including this class of society among co-opcrative societies 
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at all, for the reason that in the great majority of cases the 
persons who are benefited by the services produced are not 
themselves members—or at least can be almost equally 
benefited whether they become members or not; and this 
is contrary to the spirit of co-operation. 

It must be noted in this conncction that a genuine 
co-operative society, however high its ideals, must have a 
basis of material advantage in which the members par- 
ticipate, otherwise it becomes on the one hand a philan- 
thropic association, or, on the other hand, ‘a joint-stock 
company. Thus, if a number of persons join together to 
improve the housing or clothing or food of the poor, they 
are not justified in forming themselves into a co-operative 
socicty, which should be a number of persons associated 
to improve their own conditions. 11 is unfortunate that 
there are a number of associations of this kind which have 
been formed in a mistaken enthusiasm for the co-operative 
form. Such services as the publishing of a paper or the doing 
of printing work may, however, be performed by a society 
which is genuinely co-operative, that is one which consists 
of the persons who are to benefit by the services produced. 
An instance of this is to be found in England in the Co-opera- 
tive Newspaper Socicty, which is governed by representatives 
of those who chiefly purchase the newspaper. But even 
here the public is admitted to the same advantages except 
that it gets no dividends. On the other hand, the society 
which publishes the /vish Homestead is co-operative only 
in name, since it consists simply of a small number of persons 
who administer without profit the affairs of the paper. 

A more difficult question is raised by the various co- 
Operative printing societies, of which examples are to be 
found in Manchester, Edinburgh, Derby, Birmingham and 
Leicester. These are of much the same nature as the 
societies enumerated in the second section of this chapter, 
but it will be found that their membership necessarily 
embraces many more persons than can be employed in the 
processes of’ production ; while, on the other hand, those 
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who have printing done by the societies include a large number 
of persons who are not members. The societies must there- 
fore be admitted to fit with some difficulty into an ordinary 
interpretation of the co-operative form. Nevertheless the 
intention is genuinely co-operative. The rule with regard 
to distribution of profits in the case of the Birmingham 
Printers, Limited, is as follows :—- 

“The profits of the society, after paying for working 
expenses and depreciation of plant, and interest on share 
capital at the rate of 5 per cent per annum, shall be applied 
as follows :— 


1. To form a reserve fund ...........05. Io per cent. 
2. To an educational fund for promoting 

instruction, culture, and recreation... 5 . 
3. To employees and officers in proportion 

to their wages and Salaries .......... 20 5 
4. To the holders of share capital as a divi- 

dend upon their shares, in addition to 

the interest herein-before provided.... Iv 
5. To customers who have paid their 

accounts, and are included under the 

head of co-operative societies, trade 

unions, and friendly societies, or who 

are shareholders in the society....... 20 . 
6. To be carried forward as a balance, or to 

be dealt with as the members in general 

meeting may from time to time deter- 

WINGS fae other sear aia hee Aes 35 i 


All applications of profit to the workers, under clause 3, 
shall be made by shares or payments on account of a share, 
which shall be appropriated to the persons respectively 
entitled thereto, subject to thee provisions following :— 
(t) If a person, not a member, to whom a share is allotted 
under clause 3, applies to be admitted a member and is 
refused, his share shall be paid him in cash. (2) If any such 
person does not apply for admission within six months after 
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the allotment of shares to him, his share shall be forfeited 
and carried to reserve, subject to the power of the com- 
mittee to remit such forfeiture in any case where the delay 
in making the application is explained to their satisfaction.” 

It seems possible that it is the destiny of some of these 
societies to be absorbed by the distributive and wholesale 
societies, to whose activities a printing department is a 
natural addition: At the present time, however, they are 
in a prosperous condition, and their membership, capital 
and trade are steadily increasing. With regard to publica- 
tion of newspapers, this is usually best undertaken by 
advisory federations, although no doubt there may be argu- 
ments in favour of greater freedom of expression. Some 
form of co-operative press bureau, with financial assistance 
from various quarters, would seem to be indicated as necessary 
in such a case. 


CHAPTER 1X. 


Co-operation for Consumption. 


HE simplest form of co-operation which could commend 
itself to the minds of any group of people is that of 
joining together for the purpose of buying their requirements 
in bulk and sharing them among themselves. Historically, 
it is true, this was not the first form to appear, though it was 
the first to take any definite organised shape; but we find 
the explanation for this apparently strange phenomenon in 
the fact that the need for elimination of unnecessary dis- 
tributors, which is now one of the most obvious needs of the 
consumer, was not by any means so urgent before the present 
complicated system of industry and commerce developed. 
We may say that it is only since the Napoleonic wars 
brought poverty into every home, and the industrial revolu- 
tion changed the life of the worker in so marked a manner, that 
the poorer classes have become aware of the cause of a large 
part of their misery, and discovercd means of relieving this 
misery. During the period since the events mentioned, 
consumers’ co-operation has grown with a rapidity and 
continuity paralleled only by the simultancous growth of 
other forms of labour organisation. As we have pointed 
out in the introduction to the previous chapter, this form of 
co-operation for the distribution of goods to the consumer 
is a matter of practical reaction to the necessities of the times, 
and not a matter of romantic experiment or philanthropic 
zeal. 
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Co-operation for the consumption of services, which for 
technical reasons we have included in the same chapter, 1s 
more closely akin to philanthropic effort, which is always 
attracted by a visible lack of credit facilities and by the idea 
of insurance against calamity. It will be found that modern 
systems of co-operative credit and insurance owed a good 
deal of their origin to the philanthropic instinct ; but both 
these fields lend themselves in the highest degree to co- 
operative organisation, and societies of this kind are now 
able to stand by themselves. 

As in the previous chapter, we shall follow the lines of 
the classification already laid down, giving a brief illustration 
of each type. | 


B. I—CONSUMPTION OF GOODS. 
I. DOMESTIC REQUIREMENTS. 


Co-operative societies for the distribution of domestic 
requirements certainly comprise at the present time the 
most powerful, if not the most numerous, body in the move- 
ment. The growth of their power has been remarkable, not 
only for its unchecked rapidity, but for the quiet and almost 
obscure way in which it has proceeded. This is particularly 
true of England, Scotland and Germany, which are covered 
with a network of distributive stores, some of which, as for 
instance the Hamburger Konsumverein and the Leeds Co- 
operative Society, are of tremendous size. In Denmark and 
Hungary, and more recently in Ireland, stores on the same 
principles, and with the same objects, but in a form adapted 
to the requirements of the rural population, have become 
very numerous. The number of stores existing in England 
and Denmark is very nearly the same, but the membership 
which is (1916) 3,750,000 in the former and 244,000 in the 
latter case, gives an indication of the difference in size caused 
by the different circumstances. Holland, Finland and Russia 
cach has its own system of stores with wholesale societies 
in a strong position, and in every country the store movement 
is on the increase. 
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The English distributive movement not only represents 
the strongest group of co-operators in the world at the present 
day, but it has also the honour of having supplied the plan 
upon which co-operative societies in every country have 
been modelled, and which may now be said to be the criterion 
of co-operation. The system is named after the Rochdale 
Pioneers, who first made it a practical success by putting 
into effect the principle of paying dividends in proportion 
to trade, which we discuss in detail in another chapter. The 
four following points may be cited here as essential :— 

First, the number of members and the amount of capital 
of the society shall be unlimited. 

Second, every member shall have one vote, and one only, 
irrespective of the amount of his share-holding. 
Third, the interest on share capital shall be limited, and 
each member must possess a minimum share-holding. 

Fourth, all further division of profits shall be in pro- 
portion to either trade or earnings and not in 
proportion to share-holdings. 

What is aimed at is evidently an absolute equality in 
control, and a thoroughly equitable division of the savings 
effected, on the assumption that these savings have been 
made possible by trade or labour alone. On this system, 
practically the whole fabric of the modern movement has 
been built up. The principles enumerated are to be found 
in text-books and in practical application in Denmark, Italy, 
Germany, Finland, America and elsewhere. 

The method of conducting business in a co-operative 
store as apart from these principles, is not technically different 
from that which prevails in a similar shop owned by a private 
trader or firm. The object aimed at is, in the first place, 
the provision of pure goods of the best quality at a price 
inconsistent with any dishonest or profiteering extortion. 
Incidentally, the stores in England have become great pro- 
moters of thrift among their members, as the withdrawable 
share capital, with its ample safeguards and reasonable rate 
of interest, provides an attractive form of savings bank, and 
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the dividends on trade payable at the end of each quarter 
are frequently allowed to accumulate until they represent 
an appreciable “ nest-egg ”’ for the member’s family. 

In pursuit of the object of maintaining the quality of 
goods, the co-operative stores and their federations enter 
into production on their own account, as described in the 
previous chapter. - 

Questions which face management committees of stores 
include those of dealing with non-members and the giving 
of credit. The advice of leaders and federations is usually 
given against the encouragement of the first, and invariably 
against the second of these practices ; but in actual working 
both have been frecly adopted, partly no doubt under pressure 
of necessity, partly from laxity of management or lukewarm 
co-operative faith, and partly from business considerations. 

The distributive society, where it exists in an industrial 
area, usually begins as a grocery store, a curious exception 
being the great Unione Co-operativa of Milan, the largest 
society in Italy, which began with the selling of collars and 
ties, and gradually extended its operations to all the require- 
ments of its members. Generally speaking, foodstuffs, 
(milk, meat, bread, greengrocery, &c.), clothing, boots, 
hardware and furniture constitute the staple lines of the 
successful store. In some European countries, where their 
consumption is universal, becr and wine are freely dealt in, 
but in England, and still more in Scotland, co-operative 
socicties very rarely touch this trade. Luxuries are also 
very little in demand, as a result of the character of the 
membership. In this connection, it may be said that the 
distributive movement has a natural and marked tendency 
to identify itself with Labour in the political sense. In 
Germany, one section of the movement appears to have 
becn captured by the Social Democratic party, thereby 
earning the giave displeasure of the Government, which 
has otherwise been most friendly to co-operation ; in Belgium 
the stores are frankly socialistic, while the majority of the 
rural societics are frankly clerical, and the same tendency 
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is to be seen in Holland and Italy. The English movenient 
has hitherto always rigidly refrained from interfering with 
party politics; but therc has been a growing demand for 
recognition of the community of interests between co-opera-. 
tors and trade-unionists, and the decision of the movement 
under the stress of war conditions to seek political representa- 
tion may have far-reaching consequences in this direction. 
While good co-operators have always sought to avoid any 
suspicion of class distinction, it is a natural consequence of 
the system that the vast bulk of the membership should 
consist of more or less well-paid artisans ; and, up to the 
present, attempts to extend it to the very poor, on the one 
hand, or the professional classes on the other, have net met 
with widespread success. 

The social and educational work of the stores, which in 
some cases has been very remarkable, will be dealt with 
elsewhere. 

A secondary application of the principle of combination 
for the distribution of domestic requirements lies in the 
establishment of co-operative eating-houses, which are 
popular in Finland and Denmark, and have been tried in 
other countries (particularly in Paris) with varying degrces 
of success. Co-operative wineshops, beer-gardens and cafés 
organised by special societies may also be found; but, in 
gencral, these have been more or less isolated and short- 
lived experiments, and it would scem more desirable to 
organise them as branches or departments of an established 
distributive society, a policy that has been proved successful 
by several large societies in Great Britain. 

2. TRADE REQUIREMENTS. 

(a)  Reguisttes for the Production of Raw Materials. 

Under this heading we group in the first place the very 
numerous and flourishing socictics of farmers who ccmbine 
for the purpose of securing their requirements—feeding- 


stuffs, fertilisers, seeds, &c.-—with a guarantee of quality at 
the lowest possible price. “It is now widely recognised that 
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the farmer is entitled to occupy the same position in the 
economic world as the manufacturer, since he himself is 
actually a manufacturer. He is manufacturing milk out of — 
cotton-sced cake Just as surely as other manufacturers are 
turning metals of various kinds into machines. Unlike 
other manufacturers, however, he was accustomed (or com- 
pelled) until quite recently to buy in the dearest market ; 
and it was for the purpose of putting an end to this absurd 
anomaly that socicties of the kind under discussion were 
brought into cxistence. Their method of working and 
general principles are similar in most respects to those of the 
distributive stores described in the previous section; but 
the object aimed at is rather the quality of the goods and 
the protection of the members against extortion than the 
system of rational thrift which we have seen to prevail in 
the other case. The margin of profit available is also much 
lower than that on general groceries, and in consequence of 
these facts, although the societies are based on the Rochdale 
system, the payment of a dividend on trade is comparatively 
unusual. Unlike the urban stores, which, as a rule, are 
more or less well provided with capital, because of the attrac- 
tion they offer to the savings of their wage-earning members, 
these agricultural societics usually have to work on money 
borrowed cither from a federation or from a bank, whether 
co-operative or joint-stock. Furthermore, the members, as 
they do not get the profit of the seeds and manures which 
they buy until the harvest comes in eight or nine months later, 
expect and usually receive extended credit. The building 
up of a reserve fund is therefore of the greatest importance, 
and any accumulated surplus at the end of the year is usually 
allocated to such a fund. 

These societies are to be found in one or another stage of 
development in every civilised country, even in those which 
have been most backward in adopting co-operative principles. 

In their rudimentary form, the societies are temporary 
associations, without a constitution or officials, and have 
no existence except at certain periods of the year, when 
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the members come together and appoint one of their number 
as agent for the purchase of consignments. Such an associa- 
tion will do a certain amount of effective work, but it leaves 
no scope for the development of true co-operative character- 
istics, and the risks inherent in it are obvious. <A further 
step is represented by the employment of a permanent secre- 
tary who is paid either a small fixed salary or a commission 
on sales, or both. But continuity of working and lively 
interest in the society are not assured until permanent 
premises, however humble, are acquired. When this step 
has been taken, it is generallv found necessary to add some 
further function to the seasonal purchase of agricultural 
requisites in order to keep the organisation working all the 
year round, and in order to provide a sufficient margin of 
profits to pay the employees and mect the other cxpenses 
involved. 


In a number of countries, which are largely agricultural 
in character, this problem is conveniently solved by com- 
bining the supply of agricultural requirements with that of 
household necessaries in a similar way to the urban stores. 
Where farmers are situated a long distance from big centres, 
and are consequently at the mercy of small, inefficient and 
often rapacious shopkeepers, this system is most valuable ; 
and it has the added advantage of giving the landless labourer 
an opportunity of sharing in the benefits of co-operation. 
The greater margin available on this additional trade, and the 
fact that it continues all the year round, gives greater stability 
to the socicty. The development of such a trade is often 
brought about by the hostility of the traders themselves. 
This was notably the case in Ireland, where most country 
traders deal both in agricultural and domestic requirements. 
When they found co-operators going to their society for 
their manures they boycotted them in respect of other goods, 
and thereby, to their own undoing, drove the society into 
general trade. Denmark and Hungary have this system 
of rural stores thoroughly well developed. 
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In Germany—unlike the United Kingdom—credit societies 
have trading powers; and a very considerable quantity of 
agricultural goods is supplied by them to their members, 
usually against definite orders, and without the necessity for 
providing any warehouse accommodation. These sucieties 
do not, as a rule, undertake a gencral trade, which would be, 
for them, a somewhat risky undertaking. There are, however, 
a very large number of ‘supply sucietics ”’ (Bezugsvereinc) 
which in some cases merely deal in the raw materials of agricul- 
ture, but in others undertake collective sale of their members’ 
produce. The very well organised system of centralisation 
in Germany, with which we shall deal later, makes the work 
of these societies comparatively easy, particularly in respect 
of obtaining the necessary capital. 

France, Belgium and Italy provide a type of organisation 
which may be called the Latin system. It is based upon 
‘‘ professional unions ” of agriculturists for the purpose of 
improving the conditions of their industry. The type of 
these associations is the agricultural syndicate (Syndicat 
Agricole) of France, which is more or less paralleled by the 
Italian Consorzto Agrarto. The objects of such a society, 
as taken from the model rules of the French federation (vtde 
Fay, ‘‘ Co-operation at Home and Abroad,” p. 120) are as 
follows :— 

1. To attach the rural populations to their homes and 
to the soil by using every means in its power to restore the 
dignity of agriculture, and to make it more remunerative. 

2. To act as intermediary for its members in their tran- 
sactions, and to encourage the improvement of tillage and 
cattle raising. 

3. To proceed with the collective purchase of all agri- 
cultural products, such as seeds, manures, machinery, &c., 
under favourable conditions of price and quality. 

4. To fill among its members the r6éle of an aid society, 
to establish among them all kinds of co-operative societies, 
mutual assurance or provident societies, to establish among 
them mutual societies which contribute to their moral, intel- 
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lectual and professional development, and to the improvement 
of their material condition. 

Some syndicates are content to carry on their trading 
operations on a purely mutual basis, merely acting as com- 
mission agents for their members and putting any surplus 
to reserve fund. Others, which desire to trade on a large 
scale, have organised co-operative Societies with independent 
legal existence but dealing only with members of the syndicate. 
The purpose of this device is to get over legal disabilities of 
the syndicate and the disadvantages of its loose form of 
organisation. The Belgian system is on much the same 
lines, but owes more to federations whose trading operations 
cover a large area. 

We have not mentioned, as yet, one important requisite 
of the farmer’s industry, namely, machinery, the use of which 
on a large scale is every year becoming more and more essen- 
tial to success. Where the cost of machinery required is 
small enough to be within the reach of the average small 
farmer's own purse, or where, on the other hand, the farmers 
concerned are sufficiently prosperous to be able to purchase 
all the machinery they require, such machinery may very 
properly be sold through the agricultural society along with 
the seeds and fertilisers, and this is largely done in all 
countries. But modern legislation tends to create numbers 
of smal] landowning farmers ; and this result and the develop- 
ment of agriculture in the direction of mechanical cultivation 
wherever it is possible, have combined to produce a situation 
in which co-operation for the use of expensive machinery 
becomes most desirable. 

A number of co-operative implement societies have been 
established in Ireland, and may serve as a type, which doubt- 
less has many variations in other countries. The method of 
working in these societies consists simply of buying machines 
with an overdraft obtained (by means of a collective guarantee) 
from the local bank, and hiring them out to the members. 
The rates charged—which are usually lower than the cost 
of doing the work without the machines—must be sufficient 
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to cover the out-of-pocket expenses and leave a surplus, 
whieh at the end of the year can be applied in reducing the 
overdraft. Thus, at the end of two or three years, the socievy 
will own expensive machines, paid for out of reasonable 
charges for hire. The system has been found effective in 
increasing to a surprising extent the area under tillage in 
some of the more backward districts. On the whole, however, 
it is thought a better plan (as affording more guarantee for 
safe keeping and good treatment of the machines) to work 
the system as a department of an agricultural supply society 
than to organise small and often inefficient societies for the 
special purpose. This view seems to have prevailed in other 
countries as well; but there are occasionally special reasons 
why the plan cannot be put into operation. 

A further variety of the agricultural supply socicty is 
illustrated by a certain number of socicties to be found in 
Germany. These are societics whose members co-operate 
for the purpose of producing and using electrical power for 
driving machinery, lighting buildings and so on. These 
are ambitious and uncommon undertakings which must not 
be confused with the simpler form of society for merely taking 
advantage of electrical power already in existence ; these 
will be mentioned later. 


(6) Purchase of Raw Matertal by Producers of Finished 
Material. 


Co-operation for this purpose has been employed from 
time to time by classes not usually attracted to the move- 
ment. In Germany, small shopkeepers have formed quasi- 
co-opcrative organisations, which among other things have 
provided them with the matcrials for their small manufac- 
turing operations. In the early days, many of the pioneers 
saw in this form of co-operation a possibility of helping the 
small craftsman to obtain a better living by getting his raw 
materials by combination ; but with the gradual disappear- 
ance of small craftsmen from most departments of modern 
industry the scope for such combinations has largely dis- 
appeared. Even where there was occasion for it, the mutual 
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suspicion of the competing persons whom it was desired to 
organise, the smallness of their numbers within a reasonable 
area of distribution, and their frequent inability to pay 
within a proper period, owing to the amount of credit they 
themselves were compelled to give, must always have proved 
formidable obsiacles. No doubt organisations of this kind 
are to be found in all countries but not as a rule in the form 
of actual co-operative societies. One well-known and 
authentic example, however, is that of the Zapateros of 
Spain, who combine to buy leather from the tanners for the 
purpose of bootmaking—a particular industry which rather 
lends itself to this method of organisation. 

Wygodzinski also gives a considerable amount of detailed 
information as to socicties of this kind which still exist among 
the small shopkeepers and artisans of Germany. They are 
looked upon with favour by the State, and most of them 
are affiliated to the rather decadent Hauptverband, which 
derives its credit from the State bank. 


(c) Purchase of Materials for the Production of Services. 


Societies organised for this purpose are difficult to define 
and exemplify ; and some cxamples may remain unknown. 
The only actual case which secms sufficiently definite to be 
worth quoting here as an example is that of the hackney 
cab drivers in Paris, who have, or had, an association (L’ Union 
des Cochers) for the purpose of buying collectively their 
cabs, harness, and other requirements. It secms, however, 
to be the ultimate fate of the individual cab driver, as of 
some other providers of direct services, be he a co-operator 
or not, to become in time the servant of a syndicate, in which 
case he will cease to be interested in the purchase of his 
trade requirements. 

The provision vf services is a matter seldom left to 
individuals ; there is, however, a small railway in the north 
of Italy which is said to have been built, owned and run by 
and for co-operators, and if this report is authentic it may 
perhaps stand as a monument of this class. 
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B.—II. CONSUMPTION OF SERVICES. 
I. CREDIT. 


Types of credit societies are many and various. The 
early rudimentary forms of loan association owed their 
origin and usually their capital to philanthropy, which was 
distinguished from pure charity by the provision of a term 
for repayment. In other cases, as for instance the .grain 
banks of Spain, which represent one of the oldest examples 
of co-operative effort in Europe, a system of mutual pledges, 
involving security in kind, was evolved by agriculturists 
without any particular guidance. These particular banks— 
some of which were practically government or even royal store- 
houses, while others were of a more co-operative character— 
have been in existence in one form or another in Spain since 
the days of the Emperor Justinian, and together with the 
similar institutions in Italy (Monti Frumentart) are said by 
some authorities to have served as the basis for the whole 
system of agricultural credit in Europe. It is easier to 
believe, however, that the tendency to form mutual credit 
associations has always been latent in every country, and 
merely awaited an energetic leader before taking definite shape. 

In any case, no one will care to dispute that the modern 
co-operative credit society as we know it had its origin in 
Germany, where the names of three men—Raiffeisen, Schulze, 
and Biiring—descrve, and will probably obtain, immortality. 

The existing systems are of a somewhat complicated 
nature, for a credit society readily lends itself to adaptation 
to suit local needs, but for the sake of convenience we may 
divide them into two main classes—personal and real. 
Personal credit may be again sub-divided according as the 
terms for which the loans are given are either long or short, 
This division is roughly equivalent to a division between 
rural and urban socicties. 


(a) Personal Credtt—(1) Long Term. 


The demand for personal credit—that is credit in com- 
paratively small sums against security other than mortgage— 
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extending over periods of more than two or three months, 
comes almost exclusively from the rural population, parti- 
cularly in countries where that population is largely made 
up of small farmers. The creation of a class of small land- 
owners is almost inevitably followed by a demand for co- 
operative societies to supply this type of credit. The only 
marked exception to this rule is found in Denmark, where 
the close organisation of trading societies and the efficiency 
of the savings banks seem to have supplied an alternative. 
The greatest advances have been made by agricultural credit 
societies in Germany, Austria, Italy, France, Belgium, Ireland, 
and, more recently, Holland. A tremendous development 
of similar societies has also taken place in Russia and in 
India since the passing of cnabling Acts. 

The whole of this system is based, with some local varia- 
tions, on the work of Raiffeisen, who founded the first rural 
credit societies in the Rhine provinces of Germany a little 
over filty years ago. His name is now honoured as the pioneer 
of agricultural co-operation. The typical Raiffeisen credit 
socicty—reproduccd by Wollemborg in Italy, by Sir Horace 
Plunkett in Ireland, and by Durand in France—is based 
upon limited lability, minute shares (or none at all where 
the law does not require them), sinall entrance fees and 
loans for reproductive purposes only. The loans are usually 
of small amount, ranging from {1 to £50, and are granted for 
any period up to a year, or longer in exceptional cases. An 
essential feature of these societies is the limitation of their 
area to a parish or other small district, a precaution which 
renders it possible for the committee to have exact first-hand 
knowledge of the credit-worthiness of the applicants for loans, 
and also of the purpose for which their loans are employed. 
It is thus possible to grant a loan on the security merely of 
a bond signed by the applicant and two of his neighbours, 
and this is the actual practice threughout the Irish societies 
and in the majority of European ones. In some cases, current 
accounts are also opened and, more rarely, collateral securities 
or pledges of a material kind are forthcoming. 
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In addition to the granting of loans, an important part 
of the work of these societies is the taking of deposits from 
members, and in some cases from non-members also. In 
this way, the banks act as clearing houses for the small savings 
of rural districts, cnsuring that they shall be used again to 
advantage in those districts, instead of being thrown into 
the coffers of the joint-stock banks for the financing of distant 
industrics. In order to extend the clearing-house system 
further, and to make it really effcctive, a system of central 
credit societies has been built up, and has reached great 
perfection In Germany and Austria. These societies receive 
the surplus capital of any local bank where the depositors 
exceed the borrowers, and re-loan it to other federated banks 
which find themselves in the opposite position. The central 
societies, and in some cases the local ones, are also able to 
assist the trading societies of the movement with Joan capital ; 
and in Germany most of the Raiffeisen banks have trading 
departments of their own, through which they supply their 
members with agricultural requirements. In _ Ireland, 
centralisation has not been carried out, and deposits have 
been hard to get, partly through rooted distrust in the people, 
and partly through the competition of the Post Office Savings 
Banks with their Government guarantee. The capital of the 
banks has been obtained by Government loans and overdrafis 
from the joint-stock banks, both of which methods (parti- 
cularly the former) are open to objection. 

The chief variations from the Raiffeisen type have been 
in the direction of limilation of liability, which is more in 
accordance with modern ideas, but directly contrary to the 
spirit of the founder. The arguments in favour of the un- 
limited Hability are that it makes all the members really 
interested in the affairs and careful as to the management 
of the bank, and that it provides the widest possible basis 
of credit. The argument against it 1s that in any place 
where the inhabitants differ in prosperity rich men are deterred 
from joining the society, which otherwise might benefit 
. greatly from their membership. 
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Raiffeisen banks have suffered to some extent from 
paternalistic tendencies on the part of the State, and this 
tendency has been particularly marked in France. 


(a) Personal Credtt—(2) Short Term. 


A credit system somewhat different from that required 
by farmers and a rural population is required by a popula- 
tion of artisans, industrialists and salaried workers. The 
amount ot the loan may be considerably higher, but the 
period as a rule will be much shorter, as it does not depend— 
as in the case of the farmer—-on seasonal operations. ‘The 
basis of security is less obvious with a fluctuating population 
without land, and sometimes without settled occupation ; 
and the limitation of membership to persons within the 
cognisance of the committee is obviously more difficult. 
Thus a more business-like form of organisation has gradually 
evolved to deal with these circumstances. The pioneer of 
this type was Schulze of Delitzsch, who began his work a 
year or two before Raiffeisen. Banks of the Schulze-Delitzsch 
class have flourished in the industrial centres of Germany ; 
and they are most successful under the name of “ peoples’ 
banks ” in Italy, where Signor Luzzatti stands in the same 
relation to Schulze as Wollemborg does to Raiffeisen. They 
have also served as the model for the various forms of in- 
dustrial credit in North America, of which the most success- 
ful, M. Alphonse Desjardin’s system of ciedit unions in 
Quebec, extends also to the rural population. 

These banks are more akin to commercial banking institu- 
tions than are the Raiffeisen societies. They have limited 
liability and comparatively large shares and entrance fees ; 
they also invariably employ paid officials (which is contrary 
to the spirit of Raiffeisenism) and in some cases the members 
of committees are also paid. Their loans may be of consider- 
able size, and the practice of alloWing credit on current 
accounts is common, such credit being allowed both to 
individuals and societies. Material security is frequently 
given in the form of collateral or various forms’ of pledge 
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and mortgage, and promissory notes are freely discounted. 
The Schulze socicties are not of necessity confined to towns, 
although their membership is predominantly urban ; in Italy, 
the peoples’ banks are usually situated in the market towns 
of rural districts, and work in close touch with the agricul- 
tural supply societies, thus having a marked influence on 
the rural population. In fact, the two societies are often 
housed in the same building. Like the Raiffeisen societies 
they encourage deposits and rely largely upon them and on 
commercial loans for their capital. Centralisation is not 
adopted ; and it is not required in the same way by these 
societies as by the rural ones, for, by reason of their situation, 
they can attract borrowers and lenders in about equal 
numbers, and thus need no clearing house. These societics, 
like the trading societies which in Germany are attached to the 
same Union, have kept rigidly clear of al] State aid and inter- 
ference. Their spirit is somewhat similar to that of the 
distributive stores in England; they are independent and 
business-like while not oblivious to ideals. 


(b) Real Credit. 


The personal credit societies which we have described 
ain. almost entirely at providing the working capital for 
operations completed within, at the most, a year. But in 
addition to this the farmer, particularly when he becomes 
the owner of lis land, requires capital for equipment and 
for buildings and improvements, which he can only pay back 
in small instalments distributed over a number of years. 
The same need is, of course, felt every day in industry ; but 
the vast and complicated financial operations which are 
made to mect it are usually felt to be too hazardous and too 
individualistic in their nature to be undertaken by co-opera- 
tive methods. The Schulze and some other credit societies 
have, occasionally, made experiments in this direction, but 
usually with disastrous results. In the case of agricultural 
land, however, the co-operative principle has been successfully 
applicd ; the basis of security and the continuity of owner- 
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ship and occupation render this comparatively safe. The 
model for co-operative land mortgage credit 1s again found in 
Germany, where the Landschaften, first devised by Biring, 
and put into effect by Frederick the Great in 1767, have 
proved thoroughly successful. 

Under this system, the landowners of a 1eighbourhood 
make themselves jointly responsible with all their land for 
the liabilities of the association, which thereupon issues 
bonds based on the value of the property thus pledged. An 
individual landowner may then obtain a loan up to two- 
thirds of the value of his property, paid in the form ot bonds. 
These bonds he sells on the market, and he then repays the 
loans by means of equal annual instalments covering both 
interest, management charges and a part of the principal. 
The instalments extend over a period of 25 or more years, 
and when they are completed, a corresponding value of 
bonds is redeeme«t, so that the institution is self-perpetuating. 
This is the simplest possible general statement of a system 
about which Jengthy books have been and still can be 
written. 

The German system has been copied to some extent i 
Scandinavia, and a somewhat modificd form of mortgage 
credit exists in Denmark. In France, the celebrated Credit 
Foncier docs a vast business of this kind under State super- 
vision, but it is not co-operative in form. Hungary also has 
its mortgage credit societies. 

The system is far too complicated for discussion in a 
brief space, but it may be pointed out that some degree of 
State supervision and assistance is almost indispensable and 
in many countries the problem of mortgage credit is closely 
associated with Governmental measures of land purcliase. 


(c) Butlding and Loan Associations. 


This type of society represents an attempt on a very 
small scale on the part of industrial workers to provide some 
substitute for the real credit of agriculturists. Their pur- 
pose is to pool savings in such a way as to create a fund out 
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of which the members in turn may be provided with houses. 
The society is thus a mixture of thrift and credit limited to 
one particular purpose. Societies of the kind flourish in 
England, Germany and America. They have perhaps 
reached the greatest development of which they are capable 
in the last-named couniry, where they have accumulated 
capital, running in some cases into millions of dollars, and 
are making loans 10 farmers as well as to town workers. 

Fach borrower from one of these societics, on getting a 
loan proportioned to his sharcholding, gives a mortgage to 
the value of, say, four-fifths of his property. These mort- 
gages are discounted by the society, and are paid off by the 
borrower on the amortisation principle which we have already 
described in the case of the Landschaften. English co- 
operators may look forward in the near future to seeing this 
service undertaken by special housiug societies or bv the 
More prosperous stores, which find in the provision of houses 
lor their members an excellent use for their surplus capital. 


2. Co-operative Insurance. 


Insurance has always suggested itself as an obvious field 
for joint action. In fact, the whole principle may be said 
to be more or Jess co-operative, since it consists in taking 
small sums from each of a number of people in order to give 
a large sum to any one of them who meets with misfortune. 
Thus we find collective insurance of various types flourishing 
in all counirics and practised by many to whom co-operation 
in general has not appealed. Benefit societies, sick and 
provident clubs, and so on, all come under this heading. 
But the associations can hardly be classed as true co-opera- 
live socicties since they do not, as a rule, conform to the 
law or the rules, which we take as defining such societies. 
They may rather come under the head of * mutual action,” 
for which the French have a convenient word, mutualisté, 
used in a different technical sense from co-opération. We 
may indicate one or two of the types which approach most 
nearly to co-operative societies. 
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Crops may be insured against fire where they are grown 
and stored in bulk ; but this is a dangerous form of insurance 
for a small association ; and it is not much sought for by the 
farmer, who prefers to take precautions for himself. In 
countries where hailstorms are frequent and cause extensive 
damage, co-operative insurance against hail is, however, 
freely practised ; and there are many societies for this pur- 
pose in Italy and France. This is a matter in which the 
State has found it well to intervene, either by direct insurance 
or by giving subsidies or loans to co-operative socicties. 


(6) Of Ltvestock. 

Insurance of pigs, cattle and horses against death is a 
most important protection for the stock breeder especially 
for the small man and one which private compaiics, owing 
to the great difficulties of supervision, are reluctant to under- 
take, except at excessive rates of premium. As a conse- 
quence, this form of insurance has been Jargely undertaken 
on a co-operative basis. France and Italy are particularly 
strong in this direction, and England, which is somewhat 
backward in most forms of agricultural co-operation, possesses 
a very large number of what are called pig-and-cattle clubs, 
which work with marked success, charging much lower rates 
than private compames and amassing quite satisfactory 
reserves. After asccriaining the average death rate it is a 
simple matter to fix a satisfactory rate of premium, and 
usually a small separate tee is charged to cover management 
expenses. Societies of this kind have no share capital, and 
a great number of them are not registered. Payments are 
made quarterly, and the surplus accumulated is put to 
reserve; and as this reserve rises the premium may be 
lowered. Losses are recouped by a general levy on all the 
members, but no person can be called upon to pay more than 
five times the amount of his insurance contributions for the 
‘preceding five months. 

The chief difficulty to be faced by these societies is that 
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of an epidemic, which, by causing heavy losses at one time, 
may sweep away all the available funds. This must be met 
either by exempting the society from payment in the case 
of certain diseases or by arranging for reinsurance with a 
federation. The latter system has becn very thoroughly 
worked out in France, where local societies are grouped into 
provincial societies, and these again into a national federation 
with large capital at its disposal. 

In Ireland, livestock insurance has made much less 
progress than might be expected ; but an interesting scheme 
of insurance for milk suppliers has been introduced by the 
manager of the progressive Whitecross creamery, and may 
gradually spread to other districts. The chief difficulty is 
to find men who have both the capacity and the leisure to 
look after the society, which requires for its success very 
careful valuation and inspection of the stock to be insured. 


(c) Of Person and Property. 


Insurance of person and property against sickness, death 
and losses from fire is now thoroughly established, and most 
countries are well covered by huge private companies which 
leave but little trade for co-operation. No doubt premiums 
could be much reduced by co-operative organisation, and 
the sums amassed by insurance companics would be very 
useful to co-opcrators ; but this business requires to be 
operated on so large a scale if it 1s to be free from risk that 
it is beyond the reach of the ordinary type of association. 
Moreover, under English law, the sum of money which has 
to be deposited before a socicty can undertake insurance 
is almost prohibitive. We find, however, that well-established 
federations may profitably enter the field ; and the Co-opera- 
tive Wholesale Society and the Scottish Co-operative Whole- 
sale Society do a very large business through a joint under- 
taking known as the Co-opcrative Insurance Society, formerly 
an independent society. This society bears the same relation 
to co-operative insurance as the productive factories of the 
Co-operative Wholesale Society bear to co-operative pro- 
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duction. Probably the most successful instances of actual 
mutual life and sickness insurance are to be found in the 
Middle Western States of America, where Ifarmers’ Mutual 
Insurance Companies flourish and are excecdingly beneficial 
to their members. On the whole, this form of insurance 
may be said to be like banking in its wider aspects-—a field 
in which co-operation is not likely to spring up under modern 
conditions so long as private firms are prepared to give 
efficient service at reasonable rates. This statement is, of 
course, subject to the exception that large and well-established 
co-operative trading federations and societies may be pre- 
pared to add these forms of insurance to their other functions, 
just as they add manufacturing. 


3. Miscellaneous Forms of Association. 


There are a number of other forms of public, or semi- 
public, services in which collective action is possible as a 
substitute for, or a complement to, municipal, State, or 
private activity. Thus, in the United States, rural telephone 
lines are frequently erected and operated by farmers’ societies 
for their mutual convenience, and connected with a central 
system. In Germany, societies exist for the use of an existing 
supply of electric current cither for lighting or power, making 
their own arrangements as to distribution and payment. 
Finally, the English co-partnership housing and tenancy 
societies, which carry their co-operation considerably further 
than the Building and Loan Associations, may be mentioned. 
All these arc named merely as instances of the various direc- 
tions in which the co-operative principlc is applicable ; their 
detailed description is deferred to another volume. 


CHAPTER X. 


Federations of Co-operative Societies. 


HE organisation of individuals into societies is only the 
first-—though no doubt the most difficult---step in 
co-operative development. Just as the function of the 
society is to give strength to individuals through union, so 
the federation is necessary to give strength to societies. 
Without such federation, the business side of a co-operative 
society, and probably the social side also, will be weakened 
if not destroyed. In practice this has been widely—one may 
say instinctively—recognised, and in every country where 
co-operation is known, federations of one kind or another 
are to be found. In some cases, indeed, the attempt has 
been made, as it were, to make the federation the unit, and 
to dispense with, or at any rate make little of. the indepen- 
dent local society. This tendency is noticeable in the New 
World, where farms are large and distances great. It is 
illustrated by the Grain Growers’ Grain Company previously 
referred to; here the business success is undisputed, but 
nevertheless many of the Icaders feel that a far better and 
more stable co-operative movement could be built up on 
the basis of local societies ; and in the neighbouring province 
of Saskatchewan this has been the plan adopted, 
The broad division of federations 1s between those which 
are themselves trading bodies and those which are purely 
advisory; others combine both functions. Another dis- 
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tinction may be drawn between central bodies which have 
come into being as a result of the federation of existing 
societies and those which have themselves been created for 
the purpose of bringing such societics into existence. In 
this chapter we shall divide federations into four main classes 
according to the purpose they serve. 


I. ORGANISATION AND PROPAGANDA. 


Federations for the organisation, supervision and general 
assistance of co-operative societies, without trading functions, 
are to be found in various couniries, either acting in con- 
junction with the State, or as purely independent co-operative 
bodies. Several of this type have actually come into existence 
before there were many, or indeed any, co-operative socicties 
in the country, for the purpose of organising them, and have 
later become federations. Such bodies are probably peculiar 
to the agricultural side of co-operation, which has received 
more assistance than the urban movement from altruistic 
outsiders. The best known and perhaps the most successful 
example of the type is the Irish Agricultural Organisation 
Society ; and a brief description of the work of this body 
will give a fair idea of what the duties of such a society are. 

The Irish Agricultural Organisation Society, or I.A.0O.S. 
as it is usually called, came into being in 1894, after five years: 
of pioneer work in Ircland by Sir Horace Plunkett and a few 
faithful followers. There were then in existence, owing to 
their efforts, some co-operative creameries, obviously in- 
sufficient because of their fewness and embryonic condition 
to sustain a federation. The Irish Agricultural Organisation 
Society was therefore organised as a philanthropic body, 
depending upon subscriptions and contributions ; but pro- 
vision was made for the co-operative societies as soon as 
they became sufficiently numerous, and strong to take it 
over and make it their own federation. In Igo4, this step 
was accomplished, and the Insh Agricultural Organisation 
Society became a co-operative federation with a committce, 
president and vice-president, all elected annually by the 
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affiliated societies, with the exception of a small number 
of the committee who represent those philanthropic persons 
who continue to be individual subscribers. 

The Irish Agricultural Organisation Society has no trading 
functions whatever ; it sceks merely to organise, educate, and 
help co-operators—-the business dealings being left to the 
separate trade federation known as the Irish Agricultural 
Wholesale Society Limited. 

The work of education, however, is sufficient to keep a 
staff of some forty persons busily employed, at an annual 
expenditure of from twelve (o fourteen thousand pounds, 
and far more work could be done if funds for the purpose 
were forthcoming. Two distinct divisions of the work may 
be made ; on the one hand, the organisation of new societies, 
on the other, the giving of advice and support to those which 
are already established. When the farmers of a district feel 
the necd of a society the Irish Agricultural Organisation 
Society sends an organiser to investigate the local conditions, 
and to find how much support will be forthcoming. If he is 
satisfied with the project he helps the promoters to form a 
provisional committee, distributes share forms, and sees that 
all necessary formalities of registration and so forth are duly 
carricd out-—a task of considerable difficulty in a backward 
country district. The Irish Agricultural Organisation Society 
supplics model rules, and a society which affihates and uses 
these rules is admiited to registration by the Registrar of 
Friendly Societies at a reduced fee. Once registered and 
affiliated, the society carries on its business affairs for itself 
without interference from the central body, but the organiser 
will visit it from time to time, report upon its progress, and 
give advice-—which as a rule is thoroughly appreciated--- 
upon all matters affecting its welfare. 

A separate auditing department employs a staff of char- 
tered accountants, who carry out at reasonable fees and 
with great thoroughness the annual audits of all societies 
which apply for this’service. The work of this department 
is of the utmost importance Every society is bound by law 
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to have its accounts audited at least once a year; and it is 
obviously advantageous that this work should be done by 
persons who, in addition to being skilled accountants, possess 
a thorough and sympathetic knowledge of the peculiaritics 
of co-operative organisation. The auditors of the Irish 
Agricultural Organisation Society are far more than merc 
auditors—they give useful and sympathetic advice and 
assistance, and without them many a country socicty would 
have come to an end for sheer despair at the technicalities 
of book-keeping and the making of returns. 

The management of the federation 1s ceniralised in Dublin, 
but an organiser is assigned to cach province and is assisted 
by a provincial committee with advisory powers. The 
country is also divided into conference districts for the pur- 
pose of calling mectings of delcgates at convenient centres 
to discuss quesiions of general importance. In addition to 
the provincial organisers, who have a general knowledge of 
all forms of co-operation, special experts are cmployed to 
advise creameries on all technical forms of co-operation, 
both as regards butter-making and machinery matters, as 
well as others who are qualified to overhaul agricultural 
machinery and to discuss technical aspects of farming. 

Furthermore, the lrish Agricultural Organisation Society 
acis for the organised larmers in the same way as a trade 
union acts for its members, voicing their views on all questions 
of policy which may arise, whcther in Parliament, in the 
Press, or elsewhere. One of the most important parts of 
this work consists in protecting the interests of the socicties 
in all legal matters. Various lawsuits have been undertaken 
by the Irish Agricultural Organisation Society on behalf of the 
societies, particularly with regard to disposal of creamery 
sewage, the imposition of the cxcess-profits tax, and the 
validity of the “ binding rule ” in creamceries. 

In return for these services thé societies are bound to 
pay an affiliation fee each year, calculated at the rate of Ios. 
for each {1,000 of turnover. They are further asked to make 
a special subscription, collected from individual members, at 
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the rate of $d. in the £ on their dealings with the society, in 
order to qualify for full service. The Irish Agricultural 
Organisation Socictv receives an annual grant from the Develop- 
ment Commissioners based on the amount of these payments, 
and is thereby rendered liable to a certain amount of Govern- 
ment control, the chief restriction on its activities being that 
it is prohibited from organising societies for other than purely 
agricultural purposes. 

The Co-operative Union stands in practically the same 
relation to the English industrial socicties as the Irish Agri- 
cultural Orgaiisation Socicty to the Irish agricultural ones, 
but by reason of the tremendous development of the English 
movement and its uniform and thoroughly business-like 
basis the work required of the central body is somewhat 
different in character, and is, generally speaking, much less a 
matter of local detail. The chief field for the Union at the 
present time would appear to lic in educational progress of 
the most liberal kind. The appointment by the Union of an 
Adviser of Studies, and the holding cach year of an increasing 
number of classes, summer schools, and so forth, point the 
way to a specdy realisation of this ideal. 

The administration of the Co-operative Union is largely 
decentralised through Seciional Boards, whose members are 
elected from thetr own area, the whole being combined nt: 
the Central Board which meets at the Union headquarters 
in Manchester. A part of the financial support comes from 
the Co-operative Wholesale Society and the Scottish Co-opera- 
tive Wholesale Society. Unlike the Irish Agricultural 
Organisation Socicty, and many other federations, the Union 
has no direct relations with the State. It maintains, how- 
ever, a Parliamentary Committee jointly with the English 
and Scottish Co-operative Wholesale Societies for the purpose 
of watching co-operative intercsts at Westminster, and in 
view of the recent decision of co-operators to seek direct 
political representation the activities of the Co-operative 
Union in this sphere will doubtless be greatly increased. 

Most countries possess onc or More co-operative federa- 
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tions—of varying importance according to local conditions— 
similar to those described. The Irish Agricultural Organisation 
Society has been directly imitated in England and Scotland, 
each of which has its own Agricultural Organisation Society, 
and in Finland by the “ Pellervo ’’ Society, which has made 
remarkable progress since its foundation in 1900 on exactly 
similar principles. The Co-operative Union (Andelsudvalget) 
in Denmark has somewhat similar functions, but, owing to 
the capacity of the local societies and their various trading 
federations for self-government, it is not called upon for 
more than general direction in matters of national policy. 


In Germany, therc is a large number of provincial unions 
whose chief duty, as their usual name (Revisionsverbande) 
implies, is the carrying out of audits ; they also do a great deal 
of organising and supervising work. But the whole structure 
of German centralisation is so complicated and the various 
bodies are so intimately bound up that it seems better to deal 
with it under a separate heading. 


A good deal of work, such as that done by the Irish 
Agricultural Organisation Socicty, is carried out in Russia, 
Austria, France, Norway and other countries by societies 
formed for the purpose of promoting the agricultural or 
general economic intercsts of the people, either by private 
philanthropists or by semi-official or official action. 


2. TRADE. 


The methods of co-operative trade federations, which 
are, of course, the logical outcome of the progress of local 
societies, need little detailed description. They are much 
the same in all countries. The federations differ very little 
in nature of trade from ordinary commercial wholesale houscs. 
There is, however, this difference, that a wholesale firm as 
a rule confines itself to a certain line of goods, whercas most 
of the co-operative wholesale socictics are gradually brought 
into different lines of trade by the socicties which constitute 
their membership. As a logical development, they gradually 
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go into manufacture on their own account, which is not usual 
in the case of private wholesalers. 

The most striking example of a successful trade federa- 
tion of co-operative socicties is undoubtedly offered by the 
Co-operative Wholesale Society of England. Founded 
in 1863 by Abraham Greenwood and a few other pioneers, 
at the instance of the famous Rochdale Society, it started 
as an agency doing only a modest trade of a few hundred 
pounds a week, and, in spite of early struggles, it has never 
looked back. 

Its present operations cover practically all the classes 
of goods of which the membcrs of the retail societies have 
need, and involve ownership of property in many parts 
of the world, ¢.g., in Canada for wheat-growing, and in 
Ceylon for tea-growing. In 1915, it had 27,500 employees, 48 
productive factories, and three steamships; besides its various 
purchasing agencics. Its net sales, which amount to approxi- 
mately a million pounds a week, entitle it to rank as one of 
the largest wholesale businesses in Europe. More than 
two-thirds of the distributive societies enjoy the advantages 
of membership of the Wholesale: One or two of the largest 
ones have not become members, but purchase from it as non- 
members. It should be noted, too, that there is no rule 
binding federated societies to deal with their federation ; 
and one of the greatest problems is to maintain loyalty 
in the face of temptations freely offered by competitors. 

The Scottish Co-operative Wholesale Society is a good 
second to the great institution of England, with which it 
works in friendly conjunction. The two federations have a 
joint-purchasing department for procuring and handling 
certain commodities, notably tea. 

Denmark has a co-operative wholesale society which is 
closely modelled on the English pattern and supplies all 
requirements, both agricultural and domestic, to over 1,200 
federated societies, the membership of which is chiefly 
rural. Unlike the local Danish societies, this federation has 
share capital—which is subscribed by the federated societies 
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on the basis of £5 for every twenty members. With its 
share capital and reserve funds and the deposits of its 
savings-bank deparunent it is now able to finance its own 
business without borrowing money from outside sources. 
The productive works of this society include sugar and 
chocolate works, a tobacco factory, soap works, a rope factory, 
also works for margarine production and coffee roasting. 
The support accorded to it by the societies is very much 
larger than in most countries; not only do almost all of 
of them federate, but they buy very little from outside. 

It is not necessary to enumerate further the various 
wholesale societics and joint-purchasing agencies which 
flourish in Finland, Hungary, Russia, Belgium, France and 
other countries—as they are all based on more or Jess the 
same principle. It should be noted, however, that whilst 
some are mere agencies, others arc big commercialised 
businesses. 

But in addition to these general wholesale societies, we 
may note the existence of specialised federations for dealing 
with particular branches of trade. The outstanding examples 
of this are agricultural federations of distributive societies. 
In Denmark, Hungary, Switzerland and Ireland, it has 
been found possible to deal with both classes of societies 
through a common wholesale, thereby doing something 
towards reconciling the interests of producer and consumer ; 
but in most countries a separate form of organisation exists. 

More definite specialisation is seen in federations of dairy 
societies either for the purpose of buying their requiremenis 
or selling their produce, or both. A notable example of this 
type is the Union of Siberian Creamery Associations, founded 
in 1908 by twelve co-operative creamerics (“‘artels ” as they 
are called in Russia) with a capital of £2,000. The societies 
affiliated to this Union bind themselves to sell all their butter 
through it and also to buy from it all their requirements, 
under penalty of a fme. Their liability is at the rate of ‘Is. 
for every 40lbs. of butter produced during the previous year. 
In 1916, the number of creameries affiliated to the Union 
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was 1,000, with 800 distributive stores attached to them 
and a turnover of nearly 74 million pounds. The Union 
holds shares in the Union of Siberian Co-operative Associa- 
tions Limited, which has its headquarters in London for the 
purpose of disposing of butter and other produce. 

Another typical example of special federation is the 
Co-operative Egg Exporting Society of Denmark (Danske 
Andelsaegexport) which collects and sells the eggs of the 
co-operative egg circles throughout the country. All eggs 
are numbered, so that the sender of defective ones can be 
traced at once. They are candled, graded and carefully 
packed for export, some being pickled. The turnover of 
this society is over a quarier of a million a year, and li 
collects the eggs from about 40,000 farmers in all. Curiously 
enough, Denmark has a large number of trade federations 
for various purposes and often more than one for the same 
purpose. The reason for this is not, however, jealousy or 
dissension, but the geographical nature of the country with 
its scattered jslands and a long coast line. All these 
federations work amicably together and exchange informa- 
tion wilh one another. In ordinary circumstances, co- 
operators are agreed that overlapping is most undesirable 
and every effori is made to combine all societies in one 
federation. 

As a final instance, out of the many which exist, of such 
federations we may notice the Finnish Society “‘ Valio.”’ 
This society was founded, in Ig05, by the co-operative 
creameries of Finland, primarily for the purpose of exporting 
their butter. In rgog, it also established four retail shops 
and it has a branch office in Petrograd. In 190g, the sale 
of eggs and cheese was added to that of butter and in all 
these lines great success has been achieved. Only creameries 
(whether co-operative or proprietary) are cligible for member- 
ship. Shares are of the value of £4 each with a lability of 
£20 per share. Interest is paid at 6 per cent, the remainde 
of the profits being distributed in proportion to trade. A 
certain amount of produce is sold on behalf of non-members. 
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In addition to its trading functions, the society under 
takes a considerable amount of educational work in con- 
nection with the production of butter, eggs and cheese. 


3. CREDIT. 


Central credit societies have, as a rule, been kept separate 
from trading operations for safety, although, as we shall see 
in the next section, there are striking exceptions to this rule. 
Their chief function is the equalisation of the supply of and 
demand for moncy as between borrower and lender. In 
districts where the population is exclusively a borrowing 
one, some credit societies find themselves constantly in 
need of capital to lend to their members ; others, in other 
districts, find, on the contrary, that they are offered more 
deposit money than thcy can use or can afford to pay interest 
upon. The central credit society, by taking over the surplus 
deposits in the one case and lending them where they are 
needed, performs a most important function, and one which 
can safely be carried out on quite a small margin. It further 
plays an important part by tapping the world market for 
capital if required, through its relations with large banks, 
and by helping trading societies of the movement, whether 
central or local, to obtain loans of capital on easy terms. 
The system recommends itself to co-operators, particularly 
in so far as it ensures that their savings shall be made usefu! 
and reproductive within their own movement, instcad of 
being diverted to purposes in which they are concerned only 
remotely, if at all. As a natural consequence of the different 
circumstances, credit societics in which borrowers and 
lenders are much more evenly balanced, do not feel the need 
of a central institution in anything like the same way; and 
we find that the Schulze-Delitzsch societics of Germany, 
while they belong to the general advisory union, have no 
central bank. In England, the powerful banking depart- 
ment of the Co-operative Wholesale Society takes the place 
of such a society to a very large extent, receiving deposits 
from, and granting loans to, trading societies. 
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It is in Germany and Austria that centralisation of this 
type has been most thoroughly carried out. Russia and 
Finland have to some extent followed the same lines, and in 
France every district has its regional bank which has great 
influence in the development and control of the local associa- 
tions. But both in France and in Italy the central source 
of credit is the State, which grants subsidies in return for a 
measure of control. The same is true also of the Raiffeisen 
system in Austria, and, to a less extent, the same tendency, 
in recent years, Is to be scen in Germany. Combination of 
trading with credit by a central society is considered by the 
leading authorities to be undesirable, owing to the risks 
involved ; but whilst it is unusual it has in some cases worked 
very well. These cases will be discussed in the next section. 

The German central credit system is as complicated as 
it is efficient. The basis of it is the organisation of pro- 
vincial banks, to serve as clearing houses for the local 
societics. In 1912, there were, in all, thirty-three of these 
banks affiliated with the Imperial Union, in addition to 
independent (but State-subsidised) central societies in the 
kingdoms of Saxony, Bavaria and Wiirtemberg. These 
provincial banks in their turn are grouped in affiliation with 
one or other of the great national societies, the German 
Agricultural Central J.oan Bank and the Imperial Co- 
operative Bank. The former of these was founded by 
Raiffeisen and has headquarters in Berlm with twelve 
branches throughout the country. The latter is the central 
bank of the Imperial (Haas) Union and has its headquarters 
at Darmstadt. <A further central institution is provided by 
the Prussian Central Co-operative Bank, which was set up 
by the Government of Prussia in 1894 to form, as it were, 
the financial apex of the whole movement, and does business 
with all co-operative societies inside the kingdom of Prussia. 
This somewhat bold attempt to capture the most important 
strategic point of the rnovement has not met with all the 
success that was expected of it. The Raiffeisen Union was, 
from the first, suspicious of the interference of the State 
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and jealous of the independence of its own central institution. 
However, in 1895, that institulion, after some bargaining 
as to terms of supervision, accepted a large open credit from 
the Prussian Bank. The relations, however, were never 
cordial, expecially after the State Bank demanded a guarantce 
of exclusive dealings from its clients, and a long dispute as 
to rates ended in Ig1I by the withdrawal of the Raiffeisen 
societies, which afterwards entered into an arrangement 
with the joint-stock Dresdner Bank. 

Meanwhile, the Imperial Federation, which had welcomed 
the Prussian Bank at its creation, rapidly grew discontented 
with its methods. At a congress at Carlsruhe, it was decided 
in view of the patronising attitude of the State Bank to 
create an independent institution. An existing central 
supply society was transformed into the Imperial Co- 
operative Bank, which combined credit with trading functions, 
The Prussian Bank then ordered the central societies in 
Prussia to choose between doing all or none of their busines ; 
with it. Practically all of them, of necessity, chose the 
former course and the Imperial Co-operative Bank gave up 
all claims to do business inside the kingdom of Prus:ia. 
The Schulze-Delitzsch Union and the Federation of Dis- 
tributive Societies, being formally opposed to State inter- 
ference, held aloof from the Prussian Bank, which therefore 
only docs business with the Haas societics inside Prussia 
and the Federation of Co-operative Industrial Socicties-— 
most of whose members are restricted to the followers of 
some particular profession. 

Before closing this section, it may be desirable to give 
a brief description of the Agricultural Loan Bank of Germany 
which may serve as an example of central credit institu- 
tions. 

This bank was founded in 1876 by Raiffeisen as a joint- 
stock company (in the absence of d law permitting limited 
liability to co-operative societies) alter several unsuccesstul 
efforts at centralisation. Its headquarters were originally 
at Neuwied but were moved in I1gio to Berlin. It has 
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branches in cleven important centres. During the years 
1899-1909, the bank carried on the purchase and sale of 
agricultural requirements for trading and credit societies ; 
but, in the latter year, this business was abandoned alto- 
gether. The shares are of £50 cach and can be held only by 
credit societies organised on the strict Raiffeisen principles. 
The dividends are limited to the same percentage as is 
charged on loans. Other sources of capital are deposits, 
reserves, loans and bonds, and the financial position of the 
society 1s very strong. In 1911, the turnover amounted to 
£59,000,000, the deposits at the end of the year being 
$4,220,000 and the outstanding loans £3,400,000. The 
business 1s managed by a committee of one—a General 
Director—who is assisted by an Advisory Council, consisting 
of one director from cach of the branches and meeting twicc 
a year. 

There is also a supervisory Board, composed of two 
delegates from cach district covered by a branch. This 
Board meets at least once a year, and delegates’ expenses 
are paid. Finally, to quote Mr. Cahill (Agricultural Credit 
and Co-operation in Germany, p. 146) “each union (t.¢., 
branch) area has its own Advisory Committee, which 1s 
comprised of the members elected to the Supervisory Board 
from the particular area, other representatives of the societies 
Situate in the district, the Director of the Branch, and his 
colleagues on the Committee of Management of the branch.” 

This machinery provides adequate means for the central 
bank and the branches to keep in close touch both with one 
another and with the sub-districts. 


4. GENERAL PURPOSES. 


In each of the preceding sections, we have been dis- 
cussing federations which exist almost entirely for one 
particular purpose ; it is, however, possible to combine all 
these functions in one body. As a rule, it has been found 
that the disadvantages of such a proceeding outweigh the 
advantages; but this is not always the case. The com- 
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plicated German system of centralisation does, as a rule, 
provide for specialisation by means of the provincial federa- 
tions ; but these, in their turn, are [federated with general 
bodics covering the whole country. Thus the ordinary 
German province boasts three separate types of central 
body—a wholesale society for purchase and sale, a credit 
society to act as a clearing house, and an auditing and super- 
vising union. ‘These three will work closely in touch with 
one another and all of them will be federated with the 
Imperial Federation or with the Raiffeisen Federation. 
The central trading and credit institutions contribute just 
as the local societies do to their provincial union, and submit 
to control by it. The unions, in their turn, contribute to 
the support of the Federation. In the case of the Imperial 
Federation this contribution is based on (1) a fixed sum of 
£10, (2) 2s. per affiliated suciety, (3) Is. per £1,000 of the 
turnover of Union Banks, (4) £1 per £1,000 of the sales of 
central trading societics—with a maximum of £200. The 
Raiffeisen Federation depends on grants from its Central 
Bank and the profits of its insurance business. The federa- 
tions do not directly engage in trade, but the Imperial 
Federation has established, under its own direct control, 
institutions for purchase of machincry, of potash salts and 
of basic slag, for the whole empirc. 

In some cases, as we have seen, central credit socicties 
also undertake trade functions. There are now two of these 
in Germany, the Imperial Co-operative Bank and_ the 
Bavarian Central Co-operative Bank; and there are a large 
number of them in the Austrian Empire. The most remark- 
able case is perhaps that of the Central Credit Bank of the 
Province of Lower Austria, which suffers from such a surplus 
of capital that it has been obliged to take part, at the 
instigation of the State, in the foundation and maintenance 
of co-operative warchouses for the disposal of the grain 
crop—-an ambitious undertaking which has proved somewhat 
precarious in its financial aspects. 

In addition to the combination of credit and various 
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forms of -trading functions in the same society, we have to 
consider the possibility of advisory duties, such as are proper 
to a Co-operative Union, being undertaken by trading bodies 
such as a Co-operative Wholesale Society. In most countries, 
aS we have scen, the needs which give rise to federation are 
met by different organisations, even where they work closely 
in touch with one another, as of course they must, if the 
movement is to be a success. But it is not uncommon 
for the trading society to undertake a certain amount of 
educational work for itself in addition to what is done by 
the propagandist body. This work naturally is concerned 
chiefly with technical and business matters likely to 
improve the trade of the Federation. In Finland, how- 
ever, we find that although there is an Organisation Socicty 
(Pellervo) of a purcly educational character, all the other 
federations undertake a considerable amount of this sort 
of work. Thus the Finnish Co-operative Wholesale Socicty, 
founded in 1904, spent the whole of the first year of its 
existence “solely in instructing and supervising the affiliated 
societies, thus strengthening them; a number of booklets 
as well as a set of account books were published, and a 
periodical . . . was started.” - 

In ten years, this society has allocated {£18,000 of its 
profits to educational purposes. The butter export society 
(Valio) “arranges what are called butter-testing courses, 
at which persons representing affiliated dairies are instructed 
as to the defects to be found in butter, their causes, and the 
means of obviating them. The courses further include 
lectures by the leading specialists in Finland on dairying, 
co-operation, and trading, as well as debates on all these 
matters. For the promotion of the professional skill of the 
persons cmployed by the different dairies, stipends are given 
to dairymen and dairy managers for studies abroad and in 
the home country ; and suitable literature on these subjects 
is distributed. Finally, we ought not to overlook the 
educational work of the managers and travellers of Valio 
when visiting dairies or acting as judges and lecturers of 
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local butter exhibitions arranged by dairy unions or as 
instructors of the Finnish co-operative cducational institute.” 

The Central Credit Society of Finland employs five persons 
permanently in inspecting and advising the affiliated banks ; 
and some work of this kind is also done in connection with 
the Pellervo Society. 

The German Central Association of Co-operative Agri- 
cultural Societies in Bohemia affords an cxample of a 
federation which undertakes all the functions of the different 
central bodies, and as such may be briefly described. The 
quotations are from the report of the American Commission 
on Agricultural Co-operation in Europe (1913). 

The Association was founded in 1896 by one Stephen 
Richter, on German lines, with 50 local Raiffeisen societics 
as members. ‘This number had grown by 1913 to 650. The 
activities arc threefold: ~ First, the handling of the money 
of local Raiffeisen banks. This is perhaps the chief function ; 
the central is a sort of clearmg house for the loans and 
deposits of these banks. Second, the central acts as a 
wholesale buying and selling agency for the locals, whether 
these are distinctively productive and distributive societics 
or are organised chiefly for credit. Third, the central 
supervises, inspects and to some extent controls the 
activities of the locals.” 

Membership is limited to approved Raiffeisen societies, 
which subscribe for one share of £5 for every filty members, 
and in addition have to pay annual duces amounting to Ios. 
per share, to subscribe for three papers published by the 
Central and to hand over to the Central one-tenth of 1 per 
cent of their yearly net balances. Loans are given on certain 
fixed terms to shareholding socictics only (whether credit or 
trading) and not to individuals. 

The powers of the central association, which are derived 
from the Government, are very considerable, and the courts 
may he called in to compel any locdl society to obey an order 
given by the central body. There 1s no compulsion on local 
societies to federate ; but once they have done so, they must 
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deposit their surplus balances with the central body and 
also submit to surprise inspections of their books, including 
a thorough audit. | 

It is noteworthy that in both its credit and trading 
operations, the central body is only a clearing house and 
does not actually handle either money or goods. Everything 
is done by book-keeping and transmission of orders, on which 
work forty-four officials are employed. As latcly as 1912, 
however, a central agricultural bank was organised to reteive 
the surplus deposits of the association and to do its general 
banking business. Naturally no details are available as to 
its development. 


CHAPTER XI. 


The Structural Organisation of Co-operative Societies. 


T is necessary to emphasise at every possible opportunity 
the fact that “co-operation ” is to a large extent a thing 
of the spirit. It is more than a form of organisation suitable 
to certain kinds of business carried on by certain people ; 
it is the practical expression of an ideal. The world is 
always looking for a mean between the disturbing enthu- 
siasms of the pure idealist, who will not heed facts, and the 
crushing materialism of the “practical man” who is 
indifferent to ideals. The co-operative movement is perhaps 
the most successful expression of this compromise. 

Obviously, however, such a form of organisation cannot 
be either established or safeguarded by laws or rules. It 
has been frequently pointed out that a company may be 
established under any conceivable law governing co-operative 
societies and may proceed to work in a thoroughly unco- 
operative manner without coming into conflict with that 
law. On the other hand, a society may be organised as a 
joint-stock company and may yet be thoroughly co-operative 
in spirit and method of working. 

We lay stress on these facts at the beginning of this 
chapter because in what we have to say now, we shall be 
dealing largely with the technical form of an ordinary 
co-operative society ; and we are anxious that the reader, 
while realising the importance of this discussion, shall not 
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be led away from our statement that correctness of 
form, if the spirit be wanting, will not in itself ensure real 
co-operation. 

Nevertheless, while co-operation is more than a form 
of organisation, a definite and more or less strictly defined 
form is at the same time practically essential for the 
success of a co-operative socicty as a business concern. 
Such a form has been adopted in all countries ; and while 
variations in detail are, of course, essential to meet local 
conditions, special requirements and varying laws, the 
co-operative society may be said to be almost stereotyped 
as far as 1ts structure is concerned. That structure we shall 
now procccd, to discuss. 

The first and most essential matter is the position of the 
individual member in relation to the management of the 
socicty. In urban stores of the Rochdale type and in all 
societies which are similar to these, the problem of the non- 
member is likely, sooner or later, to become acute. At 
the beginning of its career, the socicty is confronted by the 
necessity for obtaining sufficient trade to mect its standing 
expenses. Those responsible for iis management will have 
to be almost more than human if they resist the temptation 
to take all the trade that is offered them—and this means 
that the shop will be “open to the public.” A further 
argument in favour of this course will be that a large number 
of people will not join until they have had an opportunity 
of testing the quality of the goods and service offered ; and 
this section of the public may be lost as potential members 
if they are not allowed to trade first as non-members. So 
far so good; but after a time it will be found that this 
practice places a severe strain on the financial resources of 
the society. Capital is required to finance the trade with 
the non-members; but they do not provide any capital. 
Strenuous efforts must then be made to induce them to 
become members. We shall at once be met with the question 
—“ What advantages do I get by becoming a member ?.— 
do I get things any cheaper ?”’ There is a double answer to 
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this question. In the first place, the member shares, ihrougia 
the dividend on trade, in the savings created by co-operation ; 
and, in the second place, he has the privilege and duty of 
taking his part in the management of the society. No doubt 
the former answer is the one more generally made and the 
one which makes the readiest appeal to the person addressed. 
But this is not as it should be in a true c :-operative com- 
munity, for the question of the division of savings should 
not be an end in itself but merely a detail in the scheme 
of organisation. 

We call attention in other parts of this book to the danger 
which besets the co-operative society from ‘‘ dividend mania.”’ 
A committee which assumes that its whole task is to produce 
a given rate of dividend year by year or quarter by quarter 
is mistaking its functions.’ Circumstances may easily arise 
-~and the conditions brought about by the war afford an 
example of them on a large scale—in which a different policy 
would be preferable. ‘The committee must realise, and must 
bring the members to see, that the object of the society is to 
serve the interests of the community and to afford all those 
who wish to become members an opportunity of improving 
the conditions of their lives ; in some cases, no doubt, the 
dividend serves this object, but not in all. When the point 
is fully realised, it will be scen how essential it is that all 
members should understand the responsibility which they 
have for the conduct of the society ; and it is this argument 
which should be emphasised in bringing in new members. 
The propagandist should not say to them, “if you become 
& member you will get dividends,” but “if you become a 
member you will be able to decide whether dividends shall 
be paid or not.” If the former phrase is used, the new 
member decides that ‘they ” will give him dividends, and 
as soon aS a society is divided into ‘ we ’’—the recipients, 
the customers, the grumblers—and “they,” the committee 
to be criticised or abused if success is not forthcoming, it 
loses its underlying principle and half its efficiency. It 
must be all ‘‘ we,” or it is nothing. 
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This fact has too often been forgotten by would-be 
co-opcrators ; but it has been borne in mind by those who 
have framed the rules which govern most societies. The 
stereotyped form provides the maximum of responsibility 
for the individual member; and it is important that this 
form should be preserved. Thus we find that each member 
has one vote and only one, whatever the amount of his share- 
holding. This, in itself, removes any plea that certain. 
people are unable to take a share in the management because 
they are always outvoted. A shareholder in the Canadian 
Pacific Railway with £100 invested may be pardoned if 
he takes little interest in the affairs of the railway, seeing 
that he has no chance of making himself heard. But a 
Shareholder with {1 in a co-operative society has as much 
power as anyone elsc. 

It may be said that even where the voting power is 
limited, if a few people have contributed the bulk of the 
capital they may force the others to give way to them by 
threatening to withdraw this capital. This danger has also 
been carefully guarded against. The holdings of any 
individual person are limited, and no voting by proxy is 
allowed. When it is further realised that the total amount 
of share capital of the socicty is unlimited (so that shares 
cannot rise above their normal valuc), it will be seen that 
there is no inducement to the capitalist to seek a control 
which, in any case, he cannot obtain. 

Thus the siruciure is truly democratic, and so well is 
this understood that the form described above is almost 
universally observed in all countrics where co-operation 
flourishes. Departure from this type must be regarded with 
grave suspicion—for while, as we have said, the type does 
not necessarily produce the right spirit, variations from it 
are usually either caused by, or leave opportunities for, 
persons who desire to act otherwise than in accordance 
with this spirit. 

An example may be seen in the Army and Navy Stores, 
which was started with co-operative intentions but so 
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organised that neither the shareholdings nor the interest 
payable on them were limited; it is now in the hands of 
the large shareholders and though an excellent business 
is far from fulfilling the purpose of its founders. 

We have now to consider how much value attaches to 
this provision of democratic control; in other words, of 
how much use the vote is to the member. The affairs of a 
co-operative society are managed by an executive committee 
which has complete control over the conduct of the business, 
with the appointment, remoyal and remuneration of the 
paid staff, if any. Obviously, the success or failure of the 
society must rest almost entirely in the hands of such a 
committee, and it is plain that its functions could not, for 
practical purposes, be. carried out by more than a small 
number of persons. The usual number of such a committee 
will be about eight, in addition to the officers in the case of 
an industrial society; and a somewhat larger number-—- 
rising to as many as twenty—in agricultural socictics. The 
choice of the members of the committee is therefore of 
supreme importance. If they are not attentive to their 
business, intelligent, and above all, trustworthy, success is 
practically impossible, unless indeed it be achieved by the 
paid manager (and his spirit will probably be largely that of 
his committee). Their choice lics entirely with the general 
meetings of the members ; and it 1s in exercising it that those 
members enjoy the full advantage of the democratic consti- 
tution. One of the greatest dangers which threatens successful 
co-operative enterprise is the tendency to hold general mcet- 
ings as infrequently as possible and for them to be very badly 
attended. The experience of English co-operation has made 
it plain on many occasions, that so long as a society 1s 
prosperous and brings reasonable miaterial advantages to 
its members, these members are apathetic about exercising 
the rights which the co-operative form is specially designed 
to give them. The reverse side of the picture is that should 
such a prosperous society meet with unexpected disaster, 
the members will freely blame the committee, without 


Co-operation in Many Lands. 163 


pausing to reflect on their own failure to give the committee 
either warning of its danger or support in its efforts. 

This is plainly not a defect of the co-operative method, 
but a result of the failings of human nature, which can be 
overcome only by education over a prolonged period. Asa 
precaution against it, it is desirable that general meetings 
should be held frequently—say once a quarter, as the model 
rules of the Co-operative Union direct—rather than once a 
year as is the practice under the special rules of some 
societies. Further, at each such meeting, the fullest infor- 
mation consistent with safety should be given to the members 
with regard to the affairs of the society and the fullest oppor- 
tunity should be provided for criticism and discussion. In 
passing, it may be noticed that great care is rightly taken that 
only members or their families be admitted to such mcetings, 
as the presence of ill-disposed outsiders at such a discussion 
constitutes a serious danger. If it is possible to arrange that 
each meeting be preceded by a stocktaking and audit of 
the accounts which can be laid before the members this will 
be found to be not only useful to the committee and manage- 
ment but stimulating to the interest of members as well. 
In any case, such an audit must be carried out once a year ; 
but this period is in most classes of business too long for 
safety. 

The functions of ordinary business meetings, according 
to the model rules of the Co-operative Union, should be as 
follows :— 

(1) To receive from the committee, auditors, or any 
other officers of the socicty, reports upon the business 
of the society during the period embraced therein and 
the state of its affairs at the date thereof, which, except 
any such meeting directs otherwise, shall be made to 
every such meeting. 

(2) To elect the committee, auditors, and other 
officers of the society, excepting those whose appoint- 
ment is given by the rules to the committee. 

(3) To transact any other business of the society. 
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Substantially the same provisions are made by the model 
rules for agricultural societies issued by the Irish Agricultural 
Organisation Society, though in the rules of these societies 
it is contemplated that there shall be only one such meeting 
in each year. The German rules are practically the same ; 
but they further secure to the gencral meeting the power to 
fix the borrowing and lending capacity of the socicty, the 
conduct of proceedings against officers and committee-men 
and the power of liquidation, as well as the duty of deciding 
on the division of any surplus. ‘The following observations of 
Wygodzinski (Des Genossenschafiswesen in Deutschland, p. 76) 
are very much to the point :— 

‘ The highest authority of the society lics in the full 
assembly of the members—the gencral meeting. It is 
essential to the co-operative society, as a union of persons 
residing in a given district, that this authority of the 
general meeting shall be as far as possible unimpaired ; 
the delegation of the carrying on of the daily business 
and the responsibility therefor to various commitiees or 
officers is the result of pressure of circumstances and 1s 
not a necessary part of. the constitution of the society. 
The joint-stock company, with its purely capitalistic 
form of organisation, is compelled by the wide area over 
which its shareholders are scattered to vest the supreme 
control of the business management and policy in the 
directors and secretariat, hui this is not so with the 
co-operative society.’ 

In the United Kingdom, in addition to the ordinary 
vencral meetings, special general meetings may be called 
for any purpose specified in the agenda, and must be called 
for the passing of special resolutions concerning amendment 
of rules and other structural alterations, for which, as a rule, 
a two-thirds or a three-fourths majority of those present 
and voting is required. Here, again, the right of the mem- 
bers to make themselves effective is specially safeguarded. 
Thus ‘special general meetings shall be convened by the 
secretary, cither on an order of the committee, or upon a 
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requisition signed by twenty members .. .”’ “ notices . . . shall 
state the time and place ... and the purpose . . . and shall 
be posted to the registered address of all membcrs not less 
than six days before the day of mecting,’’ and, again, if the 
secretary fails to convene the required meeting one of the 
members may do so at the expense of the society. In case 
of amendment of rules, amalgamation, or conversion to a 
company, two special mectings are required at an interval 
of a fortnight,so that it would be impossible for such a change 
to be made by rushing it through against the wishes of a large 
number of members. 

This account of the powcrs of the gencral meeting, taken 
together with the provisions as to the method of voting, makes 
it abundantly clear that the duties and the privileges which 
go with a share in a co-operative socicty are by no means 
slight or unreal. Every effort should be made to ensure 
that, in this respect, practice is made to correspond with 
theory. 

We come now to the duties of the committee. The com- 
mittee is elected in the first place by the first mceting of the 
members after registration, vacancies being afterwards filled 
by the general mceting at, or before, which they occur. The 
powers given to the committee include, in practically all 
cases :--- 

1. The general conduct of the business of the socicty, 

including the complete control of all employces. 

2. The legal representation of the society in respect of 
its relations both with its members and with out- 
side parties. 

3. The receiving and paying out of money, making of 
contracts, renting and purchase of land, &c. 

4. Any power which could be exercised by a general 
meeting, provided that it is not specifically reserved 
to such meeting either by law or by direction of the 
society. 

Sub-committecs and assistants to the secretary may be 

appointed by the committee, but local committees, for the 
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conduct of branch businesses, and the education committee, 
to which we shall refer later, usually derive their powers 
from the gencral mecting. 

As against these wide powers the duties laid upon the 
commi.tee are :— 

1. To convene all meciings in accordance with the rules. 

2. To provide and see to the writing up of proper books 
of account and minutes. 

3. To provide and keep in proper manner all forms, &c., 
provided for by the law or the rules of the society. 

4. To supply (a) to cvery member or person inierested 
in the funds of the society on his application, 
gratuitously, a copy of the last annual return for 
the time being of the society; and (b) to every 
person on demand a copy of the rules at such price, 
not exceeding one shilling, as the committee fix 
from time to time. 

5. Tv prepare a statement of the accounts of the 
society, in such form us ihe ordinary business 
meetings direct from time to time, and lay them, 
duly audi.ed by the persons appointed to audit the 
same, before each ordinary business mecting, unless 
such meetings direct otherwise, and in that case 
before such miceting as they may direct, accom- 
panied by a report on the position of the affairs of 
the society, signed by the chairman of the meeting 
at which such report 1s adopted. 

The commictcee is therefore practically in the position of 
the genera] manager, managing director, or general secre- 
tary of the business, being responsible to the shareholders. 
It is not, or should not be, as is generally supposed, in the 
position of the board of direciors of ai ordinary company, 
because, as has been pointed out, such directors usually 
control the general body, whercas in this case the position 
is reversed. The importance of this is so clearly realised 
in Germany that a special supervisory board (A ufsichtsrat) 
is appointed for the purpose of watching and controlling the 
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work of the committee in the interests of the members. 
This board acts in much the same way towards the general 
committee as the secretary of a board of directors acts 
towards the business manager. 11 superviscs all the pro- 
ceedings of the committee, with special reference io the 
keeping and auditing of the accounts, upon which it must 
report. 

The members of the board (of whom there must be not 
less than three) are clected and may be removed from office 
by direct vote of the general mecting and are responsible 
to this body alone. Their term of office is usually longer 
than that of the ordinary committee-men ; but, unlike them, 
they can be removed before the term expires if they forfeit 
the confidence of the members. The law provides that they. 
may not have any share m the profits of the business, a 
precaution which shows how different, in essence, 15 the 
control of a co-operative society from that of an ordinary 
joint-stock company. On the other hand, they may be paid 
to compensate them for the time and trouble involved in their 
work ; and such payment is more frequently made than in 
the case of commiitee-men of English societies. They have 
the right to call a general mecting if they dcem it necessary ; 
and they may also suspend a commiuttee-man from his dutics. 
They must also decide on all questions where commitice-men 
desire to obtain credit from the society, to act as security for 
others ob.aining such credit, or to enter into any coniracts 
with the socicty. Their most important function is_ to 
prescnt to the general meciing the audited accounts, with 
a report and a ratification thereof. In order to kcep con- 
tinually in touch with the affairs of the society, members 
of the board may cither attend meetings of the committee 
or require it to supply general or detailed reports. 

The theory of the Aufstchtsrat is in every way admirable 
and expresses the true spirit of co-operation ; but there are 
many difficulties in the way of its practical working. The 
chief of these is to find the right people; the combination 
of business intelligence, absolute trustworthiness and self- 
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sacrifice needed is necessarily rare. Wygodzinski admits 
that, in practice, these bodies have scarcely lived up to the 
spirit of the law and that most of their work has been done 
by the unions and the auditors, with whom they are naturally 
in close touch, 

The position of the auditors in the co-operative move- 
ment is a very important one. In practically all countrics, 
an audit must by law be conducted at least once a year by 
qualified independent persons, whose report must be sub- 
mitted to the members at a general meeting. These auditors 
may be provided cither by government, by commercial firms 
who do this business, or by unions of co-operative socictics. 
Governmental audit 1s optional in Germany, and im all cases 
where co-operation is aided by the State the question of 
compulsory State audit has often been discussed. It is 
generally felt, however, that such a system Is unsatisfactory 
because the officials employed have no real interest in the 
prosperity of the socictics and are apt to do their work in a 
cursory manner. In the same way, private firms, while 
doing their work admirably from the point of view of 
accountancy, may have an insufficient knowledge of the 
peculiar points which distinguish a co-operative sociccy from 
an ordinary company. 

Most societics therefore prefer to have their audit con- 
ducted by men who are sent out by their own {cderation ; 
men who have a thorough knowledge of, and sympathy with, 
the movement. This is particularly true of agricultural 
societies, where the keeping of accounts often presenis con- 
siderable difficulties to untrained managers and sccretaries 
who have little clerical help. Thus the Irish Agricultural 
Organisalion Society, to take one notable instance, employs 
in its audit department a large staff of trained accountants ; 
and the greater number of the affiliated societies avail them- 
selves of their services. These men are far more than 
auditors ; not only do they frequently do a great part of the 
book-keeping and accountancy work for backward societies, 
but they are able through their experience and detailed 
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knowledge to give valuable advice on many points connected 
with the business. Their visits are a real safeguard to the 
members and an effective check on the more obvious forms 
of fraud. A similar system is adopted by practically all 
co-operative {federations and is usually encouraged by law. 
Its importance capnot be too strongly emphasised; the 
dangers of careless auditing have recently been seen in 
serious disasters in Germany; and the absence of any legal 
or other provision for professional auditing has been a- great 
handicap to the growth of co-operation in America. 

The auditors rank as officers of the society and, as such, 
are elected by the membcrs at each general meeting. Their 
remuneration may be decided cither by the mecting or the 
committee ; in the case of federations there is, usually, a 
fixed scale of charges calculated in proportion to turnover. 
The balance shects and reports form the basis of the annual 
return which. in the United Kingdom, must be signed by 
the auditor and secretary and lodged with the Registrar 
of Friendly Socictics at the close of cach business year. 

The other officers are the president, treasurer and secre- 
tary. They are additional to the committee and are clected 
by the gencral meeting, except in cases, such as the medium- 
sized and large-sized socieues of the United Kingdom, where 
the secretary 1s a whole-time official appointed by the com- 
mittee and frequently performs the treasurer's duties as well. 
Their functions are those common to such officials in all 
companies. Payment is optional and the amount may be 
decided by the committec ; it is gradually being extended 
to all inembers in addition to the secretary. <A frequent 
practice is for the duties of secretary to be undertaken by 
the manager. This is specially convenient for small societies 
which cannot afford to pay two salaries and cannot get a 
responsible person to give gratuitously the time required 
for secretarial work. The practice has obvious disadvantages 
—the secretary must be a member and must be present at 
committee meetings ; consequently criticism becomes diffi- 
cult, and the committee tend to rely to an undue extent on 
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the manager. This whole question of control of business 
Management by a committee usually made up of unpaid 
amateurs is one of the most difficult problems of the move- 
ment; it has been accentuated by the material success of 
co-operation, which has made essential the employment of 
large trained staffs, a development hardly contemplated 
by the pioneers. The question of the relations between 
the co-operators and their employees is discussed in another 
place ; it will suffice to say here that the reliance of most 
committees on their managers may become a great danger 
to the movement and that the appointment of a paid secre- 
tary directly responsible to, and if possible drawn from the 
ranks of, the committee will frequently repay the expenditure 
involved. In a fair-sized society there should be plenty 
of work for such an official to do, and it is often a cause of 
complaint against co-operative societies that such matters 
as correspondence, rectification of complaints, &c., are 
carelessly handled. 

The spiritual and propagandist aspects of co-operation 
are specially provided for in the British movement by the 
establishment in most societies of a special education com- 
mittee, elected and provided with funds by the general 
meeting. The committee is directly responsible to the 
members and is not usually under the control of the manage- 
ment committee, though the educational committee 1s 
sometimes a sub-committee of the management committee. 
With a capable and energetic secretary, it may be a valuable 
medium for recruiting new members, promoting social 
intercourse among the members, publishing a paper or 
magazine (the Plymouth Society recently established a new 
record by issuing a weekly paper as well as a monthly 
magazine) and generally promoting the interests of the 
society as apart from its actual business management. A 
considerable amount of actual educational work in the strict 
sense of the word ts also carried op in conjunction wiih the 
spe ial educational committee of the Co-operative Union. 
The funds for societies’ educational work are usually, derived 
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from an allocation from profits. This is usually a per- 
centage of profits, but a Survey Committce appointed by 
the Co-operative Congress in rg14 to review the organisation 
and administration of the movement pointed out certain 
defects in this mcthud and recommended an annual alloca- 
tion based upon membership, and several societies have 
already acted upon this recommendation. Education is a side 
of the movement which is capable of, and deserves vigorous 
development. 


CHAPTER XII. 


Co-operative Finance. 


i bees discussed in some detail the general structure 
of a co-operative society we must now tum to the 
financial arrangements which go with that structure. It is 
important, first of all, to notice that certain details in the 
financial provisions do more to differentiate technically 
between a co-operative sociely and a joint-stock company 
than anything else in its form, unless it be the “‘ one man, 
one vote” principle. 

In the first place, the capital of a co-operative society 
is unlimited, whereas that of a company is limited to an 
amount fixed at the outset and alterable only by the consent 
of the shareholders. This may seem in itself a small point ; 
but it has far-reaching results. The effect of it is this: a 
person desiring to become a member in a co-operative society 
can go to the office, fill in a form, and obtain his share at 
the nominal value, which is usually £1. Unless the com- 
mittee has any valid reason against his admission he then 
becomes a member. Consequently, no sensible person would 
buy a share in a co-operative society from an outside agent 
at, say, 25s., knowing that the society itself was bound to 
supply him with one at £1. When, on the other hand, we 
turn to the ordinary company we find that all its shares 
are issued as soon as possible, and gs the law places a limit 
on the number the only way in which other persons can 
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obtain them is by buying them from the existing holders. 
If these holders consider them worth more than their face 
value they will not sell except at this enhanced price. On 
this basis is built up the whole structure of the Stock 
Exchange and of speculation in shares. The co-operative 
sociciy is freed from parucipation in this system by ihe 
fact that its shares are unlimited in number and therefore 
cannot rise in value.* Consequently, co-operative sharcs 
are not found in the “open market,” and this, in itself, is 
a great safeguard for the movement. | 

The second marked dificrence lies in the method of 
appropriating the “ profits’ or, more properly, the surplus 
arising {rom the business of the socicty. The limitation of 
interest on share capital which forms a part either of the 
law or of co-operative precept in practically all countrics, 
and the usually limited extent of the share capital itself, 
makes the amount allocated to the reward of capital an 
extremely small item in the case of societies doing a large 
business. It is not an uncommon thing for a society to do 
a trade of as much as £20,000 a year with a paid-up share 
capital of, say, £1,000, which, with the rate of interest limitcd 
to 5 per cent would absorb only {50—-obviously an almost 
negligible payment out of surplus. No doubt, as we shall 
see later, such a society may have to borrow money at the 
current rate of interest, but the payments on this would be 
a charge against the business before the surplus is calculated. 

An important question then ariscs : how shall the remain- 
ing surplus be disposed of ? There are three main possi- 
bilities—(a) to allocate it to one or more reserve funds, (8) to 
avoid as far as possible the creation of any surplus, (c) to 
distribute it in dividends on trade, in accordance with what 
is widely known as the ‘“ Rochdale’’ plan. The first two 
methocs are quite usual cither separately or together in the 
case of agricultural societies. A certain amount of the 
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*In Italy the nominai value of shares is increased year by ycar by 
adding a proportion of the reserve iand, This, however, does not 
affect the principle. 
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surplus should always be put into reserve fund before any- 
thing is allocated to other purposes. There is, however, a 
considerable difference in the possible interpretation of the 
expression, reserve fund. In Germany, a fairly strict 
definition is made and separate funds are created for various 
purposes, such as replacement of buildings, the meeting of 
losses, and so forth. 

Under the Raiffeisen system, there is also an indivisible 
reserve fund which cannot be used for any purpose except 
meeting any loss which may not be dischargable in any other 
way. On the dissolution of the society, this fund must be 
reserved either for the starting of a new society or for some 
purpose for the general good of the community, and must 
not in any circumstances be divided among the members. 
In Great Britain and Ireland no definite provision for reserves 
is made by law; and the reserve fund is any portion of the 
surplus which is so allocated instead of being distributed. 
This reserve is, as a rule, represented by buildings, machinery, 
or other investments in the business. The system is open 
to serious criticism, as the appearance of a considerable 
sum on the balance sheet under the heading ‘reserves ”’ 
or ‘‘balance disposable ” tends to create an impression 
among the members that such a sum is actually available 
in cash, and they may begin to agitate for its division and 
distribution. There have actually been cases where a small 
number of people have formed a society and done a large 
and profitable trade with non-members whom they have 
not encouraged to join; then, after accumulating a con- 
siderable reserve fund, they have gone into liquidation, 
divided the profits and siarted a new society. This is a case 
of flagrant violation of the co-operative principle with which 
it is almost impossible for the law to deal. The auditors of 
the Irish Agricultural Organisation Society and other federa- 
tions urge that as much as possible of the reserve should be 
used in writing off the value of buildings, &c., thus decreasing 
the total of both sides of the balance sheet. 

The second principle, that of not making any surplus, 
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was applied in its purest form by the disciples of Owen and 
other early pioneers of the co-operative movement. The 
advantage offered by this method is that it gives immediate 
and visible effect to the benefits which the co-operator is 
offered. It allows the member to participate in the 
economies made by he society from the moment he joins it, 
instead of waiting patiently until a reserve fund has been 
built up or, at least, until the balancing of accounts at the 
end of a quarterly, half-yearly, or even yearly period reveals 
the existence, or otherwise, of asurplus. The avowed object 
of a distributive society is to supply its members with goods 
as cheaply as possible ; and, by this method, that object is 
immediately achieved. Goods are sold at wholesale rates 
with an‘addition sufficient merely to cover the out-of-pocket 
expenses of the freight and distribution. 

Unfortunately, the practical drawbacks are many and 
obvious. While such a system can be applied well enough 
on a small scale when dealing with articles which are bought 
and sold in large quantities and are of a more or less standard 
quality, it becomes infinitely more complicated and dangerous 
when applied to the wide range of a modern co-operative 
business. Thus, an agricultural society, like many of those 
in Ireland, can buy a ton of basic slag, divide it into forty 
half-hundredweight lots at the railway station, get each 
member to carry away his own lot and after paying, say, 
2% per cent to the secretary for his trouble, allocate pro- 
portionately the total cost which is made up of the first 
cost, the commission, and the freight charges. The transac- 
tion will then be complete and the members will have had 
the advantage of wholesale rates with only a minute addition 
of handling expenses. But imagine the results of an attempt 
to impose the same system in the case of one of the big 
English stores. A package of groceries representing a value 
of, say, 2s. 94d., wholesale, is delivered to the house of a 
member by a motor van. To arrive at the proper cost of 
this would require an analysis of ten. or fifteen different 
processes, including a proper proportion of rent, light, heat, 
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book-keeping, salesmanship, management, delivery expenses, 
insurance, interest on capital, and the like. It will be 
suggested that this difficulty may be overcome by ascertain- 
ing the percentage of expenses necessary to the business-and 
adding this percentage to the wholesale cost of each article ; 
but, in practice, this does not work out as well as one might 
think. In the first place, our monetary system does not 
admit of the ready calculation of percentages. The addition 
-of 15 per cent to 44d. is an almost impossible task. Secondly, 
it is absolutely necessary, at any rate under existing con- 
ditions, that the percentages added to various articles should 
‘be widely different, although the average may be kept fairly 
constant. There are some articles which are habitually sold 
even by the most extortionate of traders at a very small 
profit ; and the addition to the prices of these goods of the 
average profit would drive the members away at once unless 
their co-operative loyalty and intelligence were cexceedingly 
highly developed. On the other hand, there are articles 
which habitually bear a rate of profit which, stated by itself, 
would scandalise the public, but which is cheerfully accepted 
as part of the average. Unfortunately, the former class are 
as a rule necessaries and the latter class luxuries, so that the 
adoption of a uniform percentage by a co-operative society 
would have the undesirable effect of penalising the poorer 
members while offering an advantage to the well-to-do. 
Moreover, the question is further complicated by the sale 
of proprietary articles, the purchase and sale prices of which 
are both fixed. 

Even supposing, however, that these difficulties can be 
surmounted—as no doubt they might be in a highly co- 
operative community—a further and more vital objection 
exists. The risk inherent in this system of working is far 
greater than any committee of management would be justified 
.in undertaking. On the one hand, a very small error in the 
calculation of the necessary percentage would at once produce 
a considerable loss, which there would be no means of meeting 
and which would probably prove. fatal to the society. On 
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the other hand, if the estimate is quite accurately made it 
does away with all possibility of building up any reserve 
fund against unforseen contingencies, thus placing the 
business in a quite unsound position. Even in the simple 
case which we have already supposed, viz., the distribution 
of a bulk consignment of fertilisers at the raiiway station, 
it is quite possible that the lack of any reserve may lead to 
disaster. Thus, for instance, the goods may be lost or 
damaged in transit, in which case the members will have to 
indulge in a long correspondence with carriers and supplicrs ; 
and, probably, in the long run, their association may fall to 
pieces and either the wholesaler or the secretary will be out 
of pocket. Dangers of this kind are obviously very much 
increased as the business grows more complicated. It was 
on this rock that the greater number of societies founded by 
Robert Owen and his friends eventually split. As their 
scope increased, the difficulties and dangers, instead of 
diminishing, increased disproportionately, and sooner or later 
brought about sudden and disastrous collapse. The con- 
sequences of such a collapse were aggravated by the fact 
that the societies had no legal standing and could not sue 
debtors ; while, on the other hand, each member was liable 
to be held responsible for all the obligations of the society. 

The Rochdale Pioneers who are hailed throughout the 
world as the founders of the modern co-operative movement 
—so far, at any ratc, as distribution 1s concerned—owe their 
success chiefly to their application of a method of gctting 
over this difficulty. That method was division of surplus in 
proportion to trade, or as it is now called—the dividend 
system. At the end of the quarter or other accounting period 
the available surplus is divided as follows by those societies 
which adopt the Model Rules of the Co-operative Union :— 


The profits of all business carried on bv, or on account of, the 
society shall be applied as follows :— 

(1) Reduction of Fixed Stock, &c.—In reduction of the value of 
the fixed stock and plant of the society, at the annual rate of 10 per 
‘cent on fixtures, and of 24 per cent on shops, warehouses and other 
buildings. 
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(2) Reduction of Preliminary Expenses.—In the reduction of 
the preliminary expenses (if any) incurred in forming the society, 
and remaining unwritten off in its books, at such rate, being not less 
than 5 per cent per annum, as the ordinary business meetings on the 
recommendation of the committee from time to time direct. 

(3) Interest on Share Capital.—In payment of interest upon the 
share capital of the society at such rate, not exceeding 5 per cent per 
annum as the ordinary business meetings may from time to time 
direct. 

(4) Reserve Fund.—In forming, by applying such percentage 
of the net profits as the committee determine, a reserve fund, to which 
all tines shall be carried, applicable, by a resolution of the ordinary 
business meetings, on the proposal either of the committee or an 
individual member, and in regard to which notice has been given on 
the balance sheet— 

(@) To the equalisation of dividends ; 

(6) To meet any other contingency aftecting the business 
of the society ; 

(c) To any other purpose which the general meetings may 
from time to time direct, whether such purpose be charitable, 
philanthropic, of public utility, or any other purpose whether 
within the objects for which the society is formed or not. 

(5) Educational Fund.—In promoting instruction, culture, or 
recreation, by forming an educational fund, to which 24 per cent of 
the net profits, or such other sum or percentage as any ordinary 
business meeting may resolve, shall be carried. 

(6) Congress Fund.—In paying, while the society continues a 
member of the Co-operative Union Limited, such subscription to its 
funds as the Rules and Orders of the Union fix. 

(7) Soctal Iund.—In promoting any other social or provident 
purpose authorised by any special general meeting, or any two 
successive ordinary business meetings, by applying thereto such 
sums as the ordinary business meetings may vote. 

(8) Diviston of Remaining Profits.—-Vhe remainder of the net 
profits left after providing for the proceeding charges, shall be 
divided between— 

(a) The members who have made purchases of the soctety 
duying the period to which the division relates, according to the 
amount of thery purchases ; 

(5) The non-members who have made purchases of the 
society during such period, according to the amount of their 
purchases, provided that the sum so divided shall not exceed 
one-half of the sum to which they would be entitled as members ; 

(c) The employees of the society at such rate, not less than 
4d. in the ¢ on the gross sales, and 3d. in the £ on net profits, 
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as the ordinary business meetings fix, to be divided among them 
as such mectings direct. 


(9) All dividends not withdrawn within one calendar month 
after they become receivable shall be applied in or towards the pay- 
ment of shares, which shall be subject to the same conditions as to 
withdrawal as are in force in respect to all other shares, and shall 
be credited to the members respectively in the books of the society 
until the number of shares hekl by any member reaches the 
limit allowed by the Act, or such inferior limit as the general 
meetings may fix, after which they shall be credited to such 
members as loans, withdrawable on such notice, not less than one 
calendar month, as the committee may determine from time to time, 
No fine shall be charged in respect of any share so placed to the 
credit of any member. 


It: will be observed that the allocation here provided for 
is of a varied and complicated kind, and most of the clauses 
are of a permissive nature. In practice, whilst ample pro- 
vision for establishing and maintaining a reserve fund is 
usually made by every society which has any claims to good 
management, the remainder of the objects are very apt to 
be largely neglected in favour of the clause which we have 
italicised. It is to this clause that the co-operative move- 
ment owes much of its success and the Pioneers most of their 
celebrity. We must now briefly explain its operation. 

In a store worked on Rochdale lines, goods are, generally 
speaking, sold at the same prices as obtain in the locality ; 
and the same efforts to secure efficiency in distribution and 
to realise any surplus thus obtainable (so long as these efforts 
are consistent with fair dealing) are made in a co-operative 
society as in any well-managed business. These surpluses 
or “ profits,” however, are returned to the purchasers, in 
the form of a rebate, or bonus, which is directly proportionate 
to the amount of their trade, and thus the amount by which 
they have increased the surplus. Thus the quarter's trade 
of the Blanktown Co-operative Store having been £5,000 
on which a net surplus or profit of £500 has been realised, 
the committee decide to recommend payment of a dividend 
at the rate of Is. 6d. in the £. On £5,000 total trade, this 
works out fassuming for simplicity’s sake that all the trade 
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was done with members and ranked for dividend) at £375— 
leaving a margin for reserve. Then John }ones, who has 
bought goods to the value of £20 from the society during the 
period, is entitled to a dividend of 30s. Thus the cost of his 
purchases is reduced to £18. tos. In other words, the effect 
is the samc as if the society had been selling at prices 74 per 
cent below the prevailing market price ; but this effect is not 
felt till the end of the quarter. 

Thus the Rochdale system is a method of working back- 
wards to the method discussed above of adding a certain 
fixed percentage to the cost of each article. By adopting 
this method, that is the rebate method of deducting the 
surplus at the end of the trading period, the risk is eliminated 
and the inequality caused by the fact we have mentioned— 
that all goods do not bear the same rate of profit—is made 
to tell in favour of the poorer members. Unquestionably, 
the author of this solution is entitled to rank as one 
of those rare geniuses who have given the world ideas of 
absolute simplicity but revolutionary effectiveness. Never- 
theless, the system has its bad side and it may be well to 
enumerate the points for and against it. 

For. 

I. It secures goods at cost price (including actual expenses 
of distribution), without unjustifiable risk. 

2. It brings the methods of the society into line with 
ordinary business practice, and incidentally avoids 
disastrous “ price-culting ” wars. 

3. It promotes thrift. 

4. It gives the members an opportunity, if they so desire, 
of devoting their surplus to educational or social 
aims or the development of their business. 

5. It offers an inducement to non-members to join the 
society. 

A gatns}. 

1. The maintenance of high prices is not compensated 
for by the distribution of a refund if it makes it im- 
possible for the poorest class to buy from the society. 
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to 


. The effort to keep up the “divi.” tends to cause the 
management to adopt ordinary “ profiteering ”’ 
methods. 

3. Competition betwcen societies tends to .be fostered by 
societics raising dividends in order to induce mem- 
bers of neighbouring societies to join them. 

4, The dividend-hunting mania turns members into 
miniature capitalists and destroys the co-operative 
spirit. 

5. The existence of considerable surpluses, usually called 

‘“ profits,’ gives point to the agitation for the taxa- 
tion of co-operative socicties. 

The points in favour of the system have already been 
discussed ; those against it are self-explanatory. The first 
of them is a very real danger in towns and districts where 
the members of a society range from ihe miserably poor and 
unskilled labourer to the comparatively prosperous artisan, 
and it must be frankly admitted that in such a case the 
Rochdale system is able to do little or nothing for the poorest 
class. Cases have even been known where goods are 
deliberately sold above market prices in order that monster 
dividends (sonictimes ranging to 3s. and 4s. in the £) may be 
paid. However, cvery system is :ubject to abuse; and 
there are signs that this particular form of abuse may be 
checked by a revival of the co-operative conscience. If we 
cast up the balance of the arguments, we arc driven to the 
conclusion that, speaking generally, the Rochdale plan 
comes nearer than any other to reconciling the ethics of 
co-operation with the requirements of business efficiency. 
But the prosperous ‘ Progress’ Society in Glasgow has 
already demonstrated the fact that the other system—that 
of sclling at low prices without dividend—may be worked 
with advantage in certain circumstances and it is greatly 
to be desired that some other large and well-managed societies 
should make the experiment while war-time conditions 
prevail, of reverting to the method of selling at cost plus 
working expenses; it may well prove that after a society 
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has reached a certain degree of experience and success it 
could afford to do tiis (at the same time, of course, ceasing 
to trade with non-members) with the greatest benefit to the 
community it served. 

Agricultural societies are somewhat differently situated 
in these respect: from urban socicties. In general, they 
have contormed to the Rochdale model in their rules, 
but, in practice, the s:rplus they accumulate is small and 
is usually added to rcserve—the reason being that their 
business is principally in bulky stuffs, which carry, com- 
purativ.. y speaking, but a low rate of profit. In the case of 
creamc1.cs, the usual practice is to pay cach month for the 
milk ci the basis of the price obtainable for butter, with 
a reservation to meet working expenses. A great deal thus 
depends on the manager’s capacity for making an accurate 
estimate month by month, and his skill in persuading the 
suppliers that they are receiving a sufficiently high price 
for their milk, while at the same time an adequate reserve 
is kept to guard against any disastrous contingencies. If, 
at the end of the year, a surplus remains, it is dealt with 
in the usual Rochdale manner—a portion of it being placed 
to reserve fund and the remainder divided among members 
in proportion to the milk supplied. In practice, the latter 
division seldom takes place, as the surplus is easily absorbed 
into the reserve fund, which is needed to provide improve- 
ments in buildings, equipment, &c. 

In the case of credit socielics based on the unlimited- 
liability principle, no dividends are paid. Any surplus there 
may be is placed to the reserve fund, which Js indivisible 
and can only be applied on liquidation to some social 
purpose. 

The appropriation of some part of the surplus made by 
a co-operative society to educational and social objects 
has been one of the ideals of the movement, dis.inguishing 
it from private trade, since the earlicst days. I: practice, 
the extent to which it is adopted varies very greatly, as is 
only natural, with the succcss of the socicty, the character 
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and outlook of the members, and the naiure of the federation 
to which the society may be federated. As we shall see in 
the next chapicr, it is an almost universal rule for co-operative 
societies in all countrics to be affiliated with some advisory 
and propagandist union, and naturally such unions require 
of their constiiuent socicties some definite financial support. 
The contributions thus received are largely spcnt in spread- 
ing co-operative ideas, and therefore may be said ta con- 
stitute a contribution of the socicty to educational purposes. 

Educational activities by isolated societies have probably 
reached the highesc pitch amo.g the flourishing distribuuve 
stores in Britain. In these societies, considerable grants 
are made year by year to an Education Committee, which 
holds classes in co-operation and citizenship, gives lantern 
and other lectures, arranges social gatherings, picnics, and 
week-end schools, and, in every way, endeavours to strengthen 
the spirit of communal life. Further developments in which 
the great trading fedcrations have been the pioneers are the 
building of houses, the acquisition of sanatoria, country 
estates, and the like. Many papers dealing with co-operative 
interests are also published. The payment of bonus to 
employees has been a frequcnt bone of contention ; it is 
provided for in the rules of many societics but not always 
put info practice. This matter -will be discussed in dealing 
with :he whole question of the relation of societies {o their 
employees. 

Before leaving tlic somewhat dull and complicated subject 
of finance, it is incumbent on us to discuss in greater detail 
che question of the capilalisaiion of co-operative societies. 
As compared with large trading firms the capital of these 
bodies is remarkably small. In the United Kingdom, as 
already noted, no member may hold shares to the amount of 
more than £200; but more than go per cent of the members 
are never in a position to rise to anything like this figure. 
The initial capital of some of the huge societies now in 
existence was infinitesimal—that of the fan ous Rochdale 
Pioneers was {28. As a general rule, the value of the shares 
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is fixed at about {1, and the amount may be paid in instal- 
ments. A convenient system is to allow the dividends 
declared from time to time to be applied to paying up the 
members’ shares until the requisite number is fully paid 
up. Thus members of distributive societies may pay only 
one or a few shillings in cash when they join; and at the 
end of a year or two may find themselves in possession of 
four or five fully-paid-up-shares. The English distributive 
movement has made the greatest progress in this way; at 
the present time the average shareholding per member 
throughout Great Britain is as much as £13, which must be 
considered a very high figure considering the income of the 
people who constitute the bulk of the membership. This result 
has been achieved by reason of the fact that the members 
regard the society as an excellent form of savings bank. The 
shares are, as a rule, withdrawable on short notice ; and they 
usually bear a steady 5 per cent hitercst, so chai they offer 
to the artisan an excellent method of depositing his surplus 
funds whilst at the same time assisting his own co-operative 
business. So great has been the amount of capital attracted 
in this way that many societics have found it necessary to 
limit the shareholdings of their members to less than the {200 
prescribed by law. This must be allowed to be a mistake: 
policy, for the movement should be able to use all the capital 
that is forthcoming. The banking department of the Co- 
operative Wholesale Society is, however, rapidly expanding 
and will accept socicties’ surplus capital.and also individual 
members’ investments where they excecd £200. 

Not by any means all co-operative sucie.ies, however, 
are in this happy position as regards capital, and the 
agricultural movement in particular is apt to be hampcred 
by the lack of funds. Farmers, although in some ways better 
provided with capital than their neighbours in the towns, 
have need for all they can use on the land and are notoriously 
unwilling to invest. In these circumstances, recourse has 
to be had to outside capital for the conduct of societies— 
in other words the money must be borrowed. The two 
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sources from which borrowed capital can be obtained are 
co-operative federations and joint-stock banks. In many 
European countries, the combination of a sysiem of co- 
operative credit socictics with the trading socicties has gone 
a long way towards solving the problem of capital. Thus, 
in Italy, the Pcoples’ Banks, siiuated in country towns, 
collect the savings of a whole disirict, and it is common for 
them to work in the same building as a trading society, to 
which they extend the benefits of a current credit. At the 
Same time, they make loans to the customers of the socicty, 
who are thereby enabled to pay cash. In Austria and 
Germany, the same results are arrived at, as a rule, by the 
intervention of central societics. The local credit society 
collects deposits and re-deposits all its surplus funds with the 
central credit socicty, which, in iis tum, is able to finance 
both central and local trading socicties. 

These methods depend, however, on the one hand, on the 
power of the credit socictics to attract deposits and, on the 
other, on closely-organised and efficient centralisation. 
Neither of these factors can be said to be present in Ireland ; 
and in this country we therefore find the societies relying 
largely on bank overdrafts for their working capital. These 
overdrafts, by an arrangement between the banks and the 
movement, are almost always obtainable at a flat rate of 
4 per cent, which must be considered extremely favourable. 
The security given is in practically every case a collective 
note of the committee by which the members make them- 
selves jointly and severally liable to an unlimited extent for 
the debt. The committee in their turn may be indemnified 
by the other members of the society, either by a letter of 
indemnity signed by all the members or by the issue of 
Loan Guarantee Shares. These shares are of the nominal 
valuc of £1, of which only Is. is payable on allotment, the 
remainder being payable only in case the society goes into 
liquidation. One such share for cach ordinary share must 
be taken up by each member; and the uncalled balance of 
19s. per Share is the security on which the committee relies 
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in taking responsibility for the overdraft. Under the system 
which is common in Germany and some other countries, 
each share carries with it a supplementary liability, which 
in some cases is ten times its face value, and this effects the 
Same purpose of giving security to creditors. 

It will be seen that the system by which committees give 
a collective note for an overdraft introduces in an indirect 
manner the principle of unlimited liability, since any one 
member may be made responsible for the full amount of 
the debt. 

The principle has been widely applied in the agricultural 
co-operative movement since its beginning ; but the advocates 
of limited liability are gradually gaining the upper hand. 
The Raiffeisen credit societies in all countries still have the 
unlimited form—in Germany, a certain number of the trading 
societies are the same and in Denmark all societies, including 
creameries, are financed by loans for which all the members 
assume joint and several responsibility. The advantages of 
unlimited liability lie in the fact that it creates security in the 
poorest districts, where material pledges are scarce, and that 
it tends to create in every member a lively interest in the 
good management of his society. At the same time, it 
renders share capital, with its corollary of interest to share- 
holders, unnecessary. In these ways it has proved an 
excellent system for small credit societies in poor neighbour- 
hoods. As against this, howcver, it has the effect of dis- 
couraging men who are comparatively well off from joining 
with their poorer neighbours, as in case of a disaster they 
are certain to become a mark for the creditors; and it Is 
therefore unsuitable to districts where the people are of 
varying degrees of prosperity. Thus, in Pomerania and 
Saxony, where large landowners and smallholders live side 
by side, the Raiffeisen system has been modified to permit 
of limited liability graduated according to the acreage farmed 
by each member. ° 

As regards trading societies, the adoption of ‘unlimited 
liability with its attendant risks is repugnant to modern 
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ideas, and in the case of an urban population of a fluctuating 
character and very limited capital resources it is unthinkable. 

The Danish system is unique in this respect. It is the 
product of special circumstances—a highly cc-operative 
and educated people with no very marked gradation of 
wealth; but even in Denmark the system has the dis- 
advantage that the members who sign the original guarantee 
have to bear the whole initial liability. There is naturally 
an objection to allowing new members to come in free, but 
it would be quite contrary to co-operative principles to 
exclude them. It is obvious, therefore, that terms of 
admission are hard to arrange. The system prevailing in 
countries where the societies are organised on German lines 
represents a useful compromise. The liability is not 
unlimited but it is considerably greater than the amount of 
the shares; it is directly proportionate thereto, and pro- 
vision 13 made that no individual shall be called upon to pay 
more than his actual share of the debt, irrespective of his 
liability, unui all members have been assessed. If some 
fail to pay, the deficiency is made up by the others until the 
limit of each man’s liability is reached. This is an equitable 
and co-operative system; and it provides ample security. 

In general, however, there is no doubt that the tendency 
of co-operation is towards ordinary limited liability; and 
where capital cannot be provided by shares and deposits 
and out of the annual surplus, it must be sought by means 
of loans obtained either from a federation or on an ordinary 
commercial basis. 

In view of the difficulties of obtaining capital, it is most 
desirable that the dealings of co-operative societies should 
be entirely on a cash basis. Not only is this a cardinal point 
of co-operative ethics but it is also to be desired from a 
business point of view. It strikes at the root of the credit- 
trading system, which has created some of the worst evils 
which co-operation seeks to remedy. If a society compels 
its members to pay cash, it is teaching them punctuality, 
discipline and self-respect ; and it is relieving them of one 
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of the worst forms both of temptation and of miscry. All 
co-operative leaders have realised this fact and have, sought 
to impress it upon their followers; and all federations have 
advocated cash trading. The temptation, however, to 
allow some la.iiude is very sirong. The farmer who buys 
manures which will give him no direct return is loth to pay 
his society for them till the crops come in; and the weekly 
wage-earner often wants a week's credit from his society. 
The co-operative principle has given way in too many cases 
before such pleas; and the compromises which have been 
affected—the allowing of a credit limited either in time or in 
amount—have frequently degenerated into the ordinary 
slipshod credit-giving methods. A marked improvement is, 
however, noticeable of late years and we may hope that it 
will be permanent and increasing. 

Other sources of income for societies are entrance fees, 
fines, sale of rules, and similar sundries. These need not 
detain us; but it may be said that the entrance fee, while 
it may be reasonably used as a method of discriminating 
against those who have hung back from joining and borne no 
burden, while others took the first risks, must be used with 
caution, lest it become an oppressive tax on genuine new 
members and thus do away with the cardinal principle that 
a co-operative society 1s open to all who wish to join. 


CHAPTER XIII. 


Structure of Co-operative Federations. 


N general theory, the relation of a federation to its con- 
stituent societies is exactly similar to that of the societics 
to their members. Just as the local society represenis a 
combination of individuals to obtain better results than these 
individuals can achieve singly, so the federation represents 
a combination of local societies for the same purpose. The 
similarity goes further, in that the basis of democratic self- 
help and the principles of fair dealing and equitable dis- 
tribution are common to the federation as to the local society. 
It. is reasonable, therefore, to. expect that the structure 
and constitution of federations are practically identical 
with those of other co-operative societies, the members 
being societies instead of individuals but treated in the 
same way. This is, in fact, the theoretical basis of all 
co-operative federations, and so far as possible the rules of 
such federations are made similar to those of the constituent 
societies. In practice, however, it has been found that the 
nature of the business undertaken by a federation makes 
some modifications necessary. 

In discussing this matter, we may confine our attention 
almost entirely to the trading federations of the movement. 
The advisory and propagandist bodies—which for the sake 
of clearness we may call unions—are of a different nature. 
Requiring as they do a regular, or, more probably, a cone 
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stantly increasing annual income, the unions have to obtain 
this from their affiliated societies by means of some form of 
yearly levy rather than by the issue of share capital, and in 
return for this annual contribution they usually allow to the 
societies the election of the officers and at least a majority 
of the committee. This form of organisation is, of course, 
perfectly simple and by no means peculiar to the co-operative 
movement. As the form of organisation is universal, with 
unimportant differences of detail, in all countries, except 
where unions are entirely dominated by the State, we need 
not spend any further time in discussing it. 

It may, however, be well to point out the absolute 
necessity, and at the same time the great difficulty, of con- 
vincing the members of affiliated societies of the privileges 
and the equivalent responsibilities which they have in regard 
to their central federation. Just as the members of any 
society are apt, as we have already pointed out, to speak of 
the management as ‘‘ they ”’ and to regard the society as an 
outside body doing business with them, so in a much greater 
degree do these societies and their members tend to look 
upon the federations and unions as something quite apart 
from and beyond themselves. However democratic the con- 
stitution of a co-operative union may be made—and many 
unions have gone so far in this direction as it is possible 
to go—-ihe average member cannot accustom himself to the 
idea that the officials of that union are his own scrvants, 
appointed to serve his interests; that they are under his 
own control and are appointed, if not actually by him, at 
least by his chosen representatives. As a result of his 
failure to recognise this relation to himself, he is very ready 
to blame these officials for any mistakes or shortcomings 
on their part, but he does not realise that such defect— 
if any—is due, in nine cases out of ten, to his own apathy 
in lending support to his own movement. Such an attitude 
is not without parallel in a wider sphere, for it is the usual 
way in which the public at large treat the officials of a govern- 
ment chosen by their own elected representatives. Where- 
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ever this attitude is adopted, it must eventually lead to the 
evolution of a self-satisfied and incompetent bureaucracy ; 
it is therefore intensely to be desired that the attention 
of co-operators should be constantly and earnestly directed 
to their duties in the matter. 

Returning to trade federations, we find that they are 
beset by the same difficulties. The local co-operative 
society's strength is largely based on local knowledge and 
confidence ; and the area of organisation is usually decided 
with a view to preserving this feature. In the case of a 
federation, such a method of organisation is obviously 
impossible. By its nature, a federation to be successful 
must cover, if not a whole country, at least a very large 
area containing a considerable population. It is impossible, 
therefore, that all the persons who, through their societies, 
become members of the federation should be in touch with 
one another, or even that they should all keep closely in 
touch with the central body. Consequently, there must be a 
number of modifications in the co-operative structure. In 
the first place, there must be some definite basis laid down, 
both for the contributions expected from the societies to 
the share capital of the federation, and also for the voting 
power allowed to these societies in the clection of the 
directorate. The simple principles observed in many local 
co-operative societies of allowing a man to contribute what- 
ever he can afford—sometimes with a fixed minimum, it is 
true, but frequenily without it—to the capital, and of giving 
every man one vote and no more, will not apply in the more 
complex form of organisation. 

For a trading federation, capital is of vital importance 
and some basis must be fixed by which every new society 
coming in and expecting to share in the gencral benefits of 
the trade will bring with it capital roughly proportionate to 
the demands it makes. There are three generally adopted 
methods of arriving at this basis, viz., by making the capital 
demanded from federating societies proportionate either to 
their membership, their own share capital, or their dealings 
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with the wholesale body. The first of these is the most 
usual; it has the advantage of being exceedingly easy to 
calculate and it should provide a fairly good rough test of 
the amount the society is able to pay. Thus the Co-operative 
Wholesale Society demands from every member the taking 
up of three £5 shares for every ten members of the con- 
stituent sociecties—an average of 30s. per member. The 
Scottish Co-operative Wholesale Society and the Danish 
Wholesale Society are also capitalised in much the same 
way. It may be observed that while this method of assess- 
ment is equitable enough where all the societies in the 
federation are of the same general character, as is roughly 
the case in England and Scotland, it is not so equitable in 
a country like Ireland. Here there may be societies— 
creameries for instance—with a very large number of mem- 
bers but, nevertheless, not in a position to do a great deal 
of trade with the Wholesale Society; yet they have to 
contribute more largely to its capital than societies with 
fewer members doing all their trade through it. This 
has the same effect as if a co-operative store with some 
members with small families and large incomes and 
other members with large familics and small incomes were 
to ask for a nuinber of shares proportionate to the number 
of persons in each member's household. 

On the other hand, contribution to the capital of the 
Wholesale Society in proportion to the share capital of 
the local society can only be considered equitable 
where there is a fixed standard of capitalisation for these 
local societies, otherwise they could very easily avoid their 
responsibilities by raising their own capital by some means 
other than shares. This method of assessment, which if it 
were practicable would have much to recommend it, can 
therefore only be put into effect in countries such as 
Hungary and Bohemia, where local initiative in the movement 
is subordinated to the strictest form of discipline. 

The third system, that of -capital contributions based 
on turnover done with the Wholesale Society during the 
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previous year, is largely adopted among the agricultural 
societies of Germany, which, as we have seen, are federated 
in a number of powerful provincial organisations. It has 
the merit of being perfectly just, because it causes each 
society to finance its own trade, but it has certain difficulties, 
of which the most apparent is that the payment must, of 
necessity, be made the year after the amount of trade is 
ascertained, whilst the capital of the federation is a con- 
stantly fluctuating and uncertain amount. A considerable 
amount of book-keeping is also required, and it is possible 
that the knowledge that to buy certain goods from the 
co-operative federation will make it necessary in the follow- 
ing vear to increase the capital holding in that body may lead 
the society to purchase supplies from some non-co-operative 
source when prices are about the same. It might be 
possible to turn this drawback into an inducement to trade, 
if the rule were so modified as to cause federated societies to 
take shares proportionate to all their turnover (or at any 
rate all turnover in goods which were available at the Whole- 
sale Society) for the previous year. If this were combined 
with the usual payment of interest on capital and also the 
payment of a bonus on trade it would probably be both just 
and effective; but it would not be accepted by societies 
unless the standard of co-operative faith or discipline was 
very high; and, as far as we are aware, this method is not 
adopted in any country at present. 

In most cases, certainly in those where the nominal share 
capital is proportioned to membership of the constituent 
societies, the amount required to be paid up on the shares 
is often less than their nominal value. In the Irish Agri- 
cultural Wholesale Society it is only 1s. in the £, and the 
remainder cannot be called except in case of liquidation. 
Many societies, however, have paid considerably more than 
the necessary Is. and some have paid their share in full. 
With the exceptions of the Co-operative Wholesale Society 
and the Scottish Co-operative Wholesale Society, whose 
membership covers an exceedingly powerful and well- 
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capitalised body of societies composed of artisans of the most 
thrifty type, it may be said that the capital provided by local 
societies 1s seldom, if ever, anything like adequate to the needs 
of their trading federations. These federations have to 
resort to the same methods of raising money by means of 
guaranteed overdrafis as have other societies, and their 
resources in this direction are frequently limited. In many 
cases, notably in Denmark and Ireland, there is a savings 
or banking department attached to the Wholesale Society in 
which the deposits of co-operators are accumulated and form 
a welcome addition to the available capital. Shares are 
usually transferable only ; and, while this is sound from the 
point of view of conserving the capital, it has the demerit 
of giving members of local societies the feeling that the 
investment, being practically irrevocable, is really a donation 
rather than an investment, and thus making them morc 
chary of the amount they pay up. 

In a number of federations, of which we may cite the 
“Labor ”’ Society of Finland, the “ Hangya’”’ of Hungary, 
and the Irish Agricultural Wholesale Society as examples, 
a certain number of individuals have been admitted to 
membership either as “foundation members ” or “ special 
members ”’ or, as in the Irish case, as preference shareholders. 
The practice is universally deprecated as both unbusinesslike 
and un-co-operative. The reasons which originally gave rise 
to it were undoubtedly (1) the necessity for obtaining capital 
which societies were either too timid or too ungenerous to 
supply and which philanthropists were quite willing to offer, 
(2) the desire of certain persons for official or personal 
reasons to keep the control in their own hands, or (3) 
indifference or ignorance of true methods of co-operative 
capitalisation on the part of the promoters. In Ireland 
the first cause operated, in Hungary the first and second 
combined, and in Finland probably the third. 

There are three matters, closely connected with the 
question of capital, which are constantly disputed by members 
of co-operative federations. They are, the policy with regard 
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o “ dividends ’’ or bonuses on trade, the policy with regard 

to credit, and the question of dealing with non-members. 
Theoretically, most federations are supposed to be similar in 
these respects to ordinary co-operative societies, paying a 
bonus on trade out of their surplus, giving as little credit as 
possible, and confining their dealings to their own members. 
But the reasons which cause local societies frequently to 
abandon one or more of these principles press even more 
strongly upon their federations. 

There is a great deal to be said in favour of fedeeations 
retaining all surpluses they may make and using them for 
the development of their own businesses ; and it may well 
be argued that in so doing they are serving the best interests 
of the constituent societies. The competition is keen, and 
the margin available in wholesale trading is not large. The 
societies are not under any obligation to deal with the 
federation (except in one or two isolated cases where a 
‘binding rule ’’ is enforced) other than that of loyalty ; and 
it is quite certain that unless the fedcration compares 
favourably with its competitors in regard to price, quality 
and service, they will not do so. It may be assumed, there- 
fore, that the ordinary laws of competition will keep the 
federation up to the giving of satisfaction ; and, if it does 
this, the societies should not require the added inducement 
of a dividend, but should prefer to vote to a fund for the 
purpose of enlarging the scope and efficiency of the central 
body any surplus which may be realised. As a matter of 
fact, this procedure is followed in almost all cases, although 
bodies such as the Co-operative Wholesale Society and the 
Scottish Co-operative Wholesale Society have reached such 
a position of strength that they are able to combine thie 
payment of a dividend with the development of their business. 

The extent to which federations give credit naturally 
depends upon the attitude of the local societies to the 
question ; and this, in its turn, is influenced by the attitude 
of the individual co-operator. In general, it may be said 
that where the individual demands one month’s credit from 
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the society of which he is a member, that society is apt to 
demand two months’ credit from its federation. Such a 
proceeding of course has a very bad effect upon the business 
of bodies whose chief weakness is lack of capital But just 
as the committees of societies are often deplorably weak on 
this matter, so—with more excuse, it must be said—are the 
directors of federations apt to be over-lenient. Cases are 
even known in which societies trade only with their federa- 
tion when they require extended credit, while they give their 
more profitable cash trade to its compctitors. 

Properly speaking, a co-operative federation should 
confine its dealings to its members. Even more than in 
the case of a local society, it has been set up by those members 
for the sole purpose of doing their business, and to use the 
money and machinery they have provided to help others 
seems distinctly unfair. Nevertheless, the directors are 
always confronted by the same dilemma which arises in the 
case of local societies. They admit that they exist for the 
benefit of their members ; but they claim that their turnover 
can be increased and their profits correspondingly raised by 
taking advantage of the willingness of others to do business 
with them. The failure of the constituent societies to furnish 
sufficient capital or to admit the necessity of dealing 
exclusively with their federation are used as arguments in 
favour of this point of view; but as against this it may be 
said that if non-federated societies find that they can get 
just as good terms as federated ones they will not see much 
advantage in joining the federation. The only way to meet 
this is by payment of a considerable bonus on trade, but only 
to members—a policy which would counterbalance the 
increased capital necessitated by the dealings with non- 
members. On the whole, it may be said that the greater 
number of federations do not deal with non-members to any 
appreciable extent and probably all of them admit, in 
principle, the desirability of not doing so. It is particularly 
necessary that federations shouldenot deal direct with 
individuals or institutions (other than those who may be 


Co-operation in Many Lands. 197 


preference shareholders) unless it is quite clearly proved to 
them that these have no possible access to a local co-operative 
society ; otherwise the position of co-operative societies 
would always be threatened. 

We have now to consider the question of voting power 
in the case of federations. It is plain that the principle 
of one man one vote will not work fairly in this case. If 
it were interpreted to mean the giving of one vote to each 
society it is obvious that this would be unfair to large and 
loyal societies that might easily be outvoted by what were 
practically bogus societies manufactured for the purpose. 
On the other hand, if one vole were given to each member of 
each federated society, not only would the resulting machinery 
be very cumbersome, but it would be practically impossible 
to check the bona-fides of the votes registered. The only 
effective way to check the creation of new members fo 
voting purposes would be to make the society take a share 
for each of them; this would amount to voting by shares, 
as in a joint-stock company. This procedure is followed ina 
good numbe: of cases ; in fact for various reasons one or two 
large federations in Germany are actually registered as 
joint-stock companies and have worked satisfactorily as 
such; but the basis of voting usually adopted is to give 
to each society a number of votes proportionate to 
its membership (one vote to fifty members is a usual figure), 
and this, on the whole, is the fairest and the most satis- 
factory basis. As an addition, it is reasonable to limit the 
voling power of any socicty tu a certain maximum, say ten 
votes, whatever the number of its members. In this way, 
there is a happy compromise effected with the reasonable 
claim of every society, however small, to have some chance 
of making itself felt in the voting, and the equally reasonable 
claim of the large societies that due weight should be given 
to the number of persons they represent. This policy has 
been adopted by the British Co-operative Union for, in 
the matter of voting, unions arc faced by exactly the same 
problems as trade federations. 
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The method of management of a federation is, from a 
structural point of view, the same as that of a local society ; 
but the managing committee is more apt to be small and 
technically efficient, as in the case of directors of a private 
enterprise. This is rendered necessary by the size of the 
business which has to be handled. Asa natural consequence, 
payment of at least some of the committee-men is more 
usual in the case of a federation than in that of a local society. 
It is common to have, in addition to the usual chairman, a 
permanent paid secietary, who acts as a managing director 
in addition to the general manager. 

An interesting development in connection with the 
management of both unions and federations has taken place 
in Germany. As we have already seen, the local society in 
Germany is richly endowed with committee-men as, in 
addition to the usual committee of management, there is also 
a supervisory committee, and occasionally others. But the 
principle of management by committees when applied ona 
large scale did not apparently commend itself to German 
co-operators, for we find that whereas committces are pre- 
served for advisory purposes, and representation thus given 
to the various districts covered, the executive or management 
committee of a number of federations has been whittled 
down till it simply consists of one person, the secretary. 
This secretary then combines in his own person the directive 
functions of a committee of management and the executive 
and administrative functions of the paid official, and he 1s, 
of course, paid a fairly high salary. This arrangement, 
which at first sight appears somewhat startling, seems in 
practice to have worked very well. 

We have not in this brief and summary chapter attempted 
to give a detailed idca of the working of any particular 
federation nor to call attention to any of the pcculiarities 
of method in one body or another. These matters will be 
dealt with in the second volume. Nor have we discriminated 
between the various types of fedération, such as dairying 
federations, central banks, and so forth. All these institu- 
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tions naturally exhibit little differences of detail in their 
constitution and method of working, caused by local con- 
ditions ‘and the nature of their business. But the genera’ 
principles of their structure will be found to be the same 
throughout ; and, in the main, they are similar to thos 
governing local societies. The object of this chapter has 
merely been to point out the directions in which the theory 
of the local society cannot be made absolutely applicable 
to the practice of the federation ; and a little consideration 
will show that the reasons spring from the natural 
differences between businesses operating on a large scale 
over a wide area and businesses operating only locally. 

It is often said that federations tend to become more 
soulless and less co-operative as they grow bigger and more 
businesslike. There may be some truth in the accusation ; 
but there is absolutely no reason for it in the constitution 
of existing federations. There is no reason why a federation 
should not be a union of individuals as much as a Society is— 
the only difference is that it is more difficult for the indi- 
viduals to realise thei: duty when they aie scattered over a 
wide area. For this reason, it is most desirable that every 
effort should be made to popularise the work of federations 
by the arrangement of frequent meetings on their premiscs 
and by inviting committec-men and managers to them, as 
well as by organising lectures and every other possible form 
of propaganda. Above all, directors of federations should 
not hesitate to take all their constituents fully into their 
confidence as to what their federation is doing. A mistaken 
idea that concealment of facts constitutes good business has 
often resulted in awakening that form of suspicion which 
the co-operative movement is intended to abolish, and it is 
a policy which cannot fail to have disastrous results, 


CHAPTER XIV. 


The Policy of Co-operators : (1) Economic. 


HE purpose of this book has becn laigely missed if we 
have not succeeded throughout in fixing in the mind 
of the reader the perception that the value of co-operation 
lies in something far broader and more substantial than the 
efficient conduct of a certain kind of business within a certain 
neighbourhood. A study of the practice of co-operative 
method and surcess in its details, such as will be attempted 
in the second volume, 1s of value simply because the lesson 
of practical appucation to immediate needs must be thoroughly 
learned before we can hope to realise greater ideals. The 
enthusiastic reformer, who said, after encountering in dis- 
agreeable form the sordid details of store management, that 
he was done with “applicd co-operation “—the inference 
being that he would live in future for the pure milk of the 
gospel—was like a child who passionately desired to read 
fairy-tales, but refused to undertake the task of mastering 
the alphabet. it is the presence of such silly fatncanis among 
the aspirants to idealism that casts so much ridicule upon 
many a faith. The co-operative movement has been able to 
overcome this obstacle because its alphabet makes its own 
appeal to many an industrious upright man with an endow- 
ment of commonsense. Once these men have taken their 
task of learning the alphabet well in hand, great books are 
opened to them. 
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One of the most brilliant, if least advertised, of modern 
philosophical writers has said, in the course of an illuminat- 
ing analysis of collective action, the following words :— 

“The effect of combining human qualities, or human 
individuals, is ncver to produce a mere sum total of the 
force those qualities or individuals represent. It is always 
to produce a force of a dtfferent kind acting in a different 
direction from that indicated by the separate units. The 
new force thus created may be higher and more effective ; 
or it may be lower and less effective. A community ¢on- 
sisting of a hundred wise men may display in their joint 
action a degree of intelligence vastly less than that possessed 
by any one ot the individual members. A community of 
plain men, on the other hand, may hit out a line of action 
which only the highest genius could conceive.’’* 

All of this, and particularly the last sentence, is strikingly 
apposite to the movement we are studying. It has revealed 
in plain men, many of whom were actuated by quite humble 
ideas in entering it, a power of business acumen and of 
constructive idealism which without the stimulus of 
collective action would assuredly have remained undiscovered. 

We have, therefore, to consider something far wider than 
the theory of the individual co-operator, of the local group, 
or even of the federation. We have to take account of 
co-operative theory as expressed by the sum total of these 
forces. Now, this theory has two main divisions, plainly 
perceptible throughout the movement---the economic theory, 
by which co-operators strive towards industrial control on 
the one hand, and the social, or, if you will, political, theory, 
by which they seek to create a new order of society on the 
other hand; in other words, the ‘‘ Better Business ’’ and 
“ Better Living ”’ respectively of Sir Horace Plunkett's well- 
known formula. In this chapter, we shall confine ourselves 
as far as possible—for some overlapping is perhaps inevitable 
—to the economic side of the question. 


*L. P. Jacks. ‘ From the Human End.’’—Williams and 
Norgate, 1916, 
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The existing monuments to the practical efficacy of the 
co-operative method are in themselves impressive enough. 
On the industrial side the Co-operative Wholesale Society 
and Scottish Co-operative Wholesale Society have established 
themselves among the “big businesses’’ of Europe; the 
agriculturists of Denmark may claim that their industry, 
on which the prosperity of their country depends, has been 
revolutionised, and is practically controlled, by co-operation. 

But when this well-justified tribute has been paid, the 
question still remains—has this co-operative method achieved 
any permanent revolution in the business world, or in the 
conditions of the people where it has most flourished ? If 
we answer the question with our eyes on some one locality— 
on Templecrone in County Donegal, or Svea in Minnesota— 
we can return a confident affirmative. But if we take a far 
wider view and answer the question in the spirit in which 
it is put, we must admit the negative. 

Granted that co-operative creameries enable their mem- 
bers to get a fair price for their milk—to get, perhaps, almost 
more than it is worth—and that co-operative stores are 
providing their members with sound goods at prices which, 
after the return of the dividend, represent a considerable 
saving. Granted that large salaries, great display, wasteful 
advertising, above all, inflated dividends to idle stockholders, 
have been eliminated, and that, on the other hand, equality, 
fair treatment of customers and employees, and a proper 
sharing of surplus have been introduced. Nevertheless, all 
this still depends on local or central good management and 
good faith—depends in many cases on the business efficiency 
of the men employed rather than on any co-operative effort. 
It is all liable to abuse and all strictly limited. In fine, it 
is not very serious exaggeration to say that the most 
successful part of the co-operative achievement has been in 
those directions in which it most approximates to an ordinary 
business. , 

This will seem to many co-operators a hard saying; but 
let us consider for a moment, not in any hostile or even 
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pessimistic sense, but merely for our own information, the 
things which co-operation has not done. 

It is true that creameries give their suppliers the full 
value of milk; but it is equally true that their suppliers 
demand this, and enforce their demand by being ready to 
turn to a competitor who offers a higher price. Practical 
demonstration of this is found in the fact that there still 
are competitors, and that co-operative creameries in most 
countries have to enforce by rule the loyalty of their members. 
Furthermore, in order to sustain this competition the 
creamery manager relies on his skill in salesmanship, from 
which follow two things—his attitude to his federation is 
the same as the members’ attitude to him, and he is put in 
constant temptation of adopting any “trade practices ” 
which will help him to give the members the price they 
demand. The upshot is that, in nine cases out of ten, the 
manager of a co-operative creamery does his business in the 
same way as the manager of a proprietary concer, granted 
a similarity of character and ability. 

Turn to the distributive society and we find correspond- 
ing evidence. The wholesale society may manufacture 
cocoa, yet the retail society must keep ten other brands— 
on which the conditions of sale are rigidly fixed by the 
proprietors—to satisfy the demands of its members. This 
means that the old competitive system of travellers must 
still be maintained. In other cases, the federation may be 
starved for capital, yet the society must put off paying its 
bills because its members demand credit. A trade union 
within the movement; frequent disagreements between 
employer and employee; an occasional strike—all these 
things are straws which show the wind blowing from no 
new quarter. 

It is easy, of course, to reply to this apparent indictment 
that no system in the world is perfect, and that holes which 
may be picked in co-operative practice do not show the 
movement defective, any more than a bad sermon disproves 
the religion of the preacher. That is true enough and would 
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be an effective answer if we were enumerating these things 
as arguments against co-operation. But that is not our 
purpose ; all we desire to show is that the successes of the 
movement are successes of business soundly done; on the 
other hand, its failures are the failures stamped upon 
business by modern competitive methods. In other words, 
co-operation is so far from revolutionising the methods of 
competition, that it has in some respects adopted them. 

' The moral is that, whereas the individual co-operator 
has benefited, is benefiting and will, no doubt, continue to 
benefit by his association with the movement, the move- 
ment itself has a long furrow to plough before it can claim 
its due share in the control of industry. 

The questions arisc - Have co-operators such ambitions 
in mind, and, if so, can they hope to achieve them, and by 
what means ? 

The frankness and lucidity of Naumann’s “Central 
Europe,’ the position of the writer and the fact that he 
wrote for Germans and not as an apologist, make it one of 
the most convincing analyses of the causes of the war which 
have been written. One chapter in it bears directly on our 
questions—for here Naumann, undertaking to face the 
question “Why we Germans are so unpopular,” finds the 
answer in the antagonism created in the capitalist world 
typified by England, by the new German organisation of 
industry. He secs in this organisation the form of industrial 
control which will reap the harvest of the world when the 
competitive large scale master-and-man_ capitalism of 
England over-reaches itself. It is bevond our scope to 
analyse this new capitalism of democracy—it suffices to say 
that Naumann expressly mentions co-operation as playing 
an important part therein.’ He regards it as one of the 
methods of democratic combination which will enable the 
control of industry to be transferred from the few capitalists 
to the educated body of the people. 

Now this transference represents the ideal which appeals 
to all co-operators who take a far-seeing view of the con- 
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ditions under which they live and of the movement which 
they have joined. It is often expressed in the phrase “ The 
Co-operative Commonwealth,’’ popularised by many co-opera- 
tive writers. But the possibility of attaining this ideal 
has been little wriiten about and apparently never thought 
out. In this connection it must always be borne in mind that 
every thinking group of workers has its own aspirations 
towards the control of industry, and many of these workers 
have little or no faith in the co-operative movement, except 
possibly as a mere means of effecting occasional economies. 
Syndicalism, State socialism, co-partnership, trade-unionism 
and the Guild movement are all, to sume extent, alternative 
theories of recoistruction, and it Is necessary for co-operators 
to consider very closely how far, in advancing towards their 
own co-operative commonwealth, they will be either in 
harmony or in conflict with the upholders of these theories. 
The consideration of this question has already been forced 
upon them so far as their relations with trade unions and 
co-partnership are concerned; but we doubt whether it 
has yet been answered in a conclusive and satisfactory 
MauVMer. 

Among the many writers on the subject of co-operation, 
Mr. and Mrs. Sidney Webb alone have analysed the 
possibilities of the movernent as a method of industrial 
control. In spite of their great sympathy with, and 
admiration for, {he movement their conclusions are, on the 
whole, disappointing. They believe that co-operation is 
debarred from playing this part by the limitations of its 
sphere—that is to say, that it is not applicable to large under- 
takings such as shipping, railways, &c.-—and by the fact that 
even in England it has so far affected the daily life of only 
a small proportion of the people. Neither of these arguments, 
however, seems to be conclusive. The first is, of course, 
true, when we take co-operation as we find it at present ; 
but it ignores the possibilities of a combination of co-opera- 
tion and State socialism --a combination which scems to be 
rapidly taking its place among the possibilities of English 
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political development. Nationalisation of the land, com- 
bined with co-operative organisation, is already a possibility, 
which the experience of Ireland will enable us to forecast 
with some exactness. 

The impetus which originally led to land reform in 
Ireland was that of the advocates of land nationalisa- 
tion, and although in the end a policy less drastic and 
more in conformity with the character of the people 
prevailed, it is still fair to say. that industrial control in 
Ireland has been appreciably altered by the transference of 
the land through a’ policy which’ must be called an advance 
in the direction of State socialism. This policy has been 
completed by the organisation of the tenant-purchasers into 
co-operative societies ; it would be hard to say how much 
the success of cither experiment would have been curtailed 
by the absence of the other. It is true that the land is not 
here nationalised; the effect indeed is quite the opposite 
at first sight; but the State and the co-operator are 
obviously working simultancously—though not necessarily 
together—to bring about the elimination of the capitalist 
and the middleman in all matters pertaining to the land—- 
its ownership and tenure, the purchase of the materials 
required for its profitable employment, and the sale of its 
produce. The illustration suggests that with all public 
Services nationalised, and the remainder of our affairs con- 
trolled by co-operative societies, whose representatives would, 
of course, compose the Government which had charge of the 
public services, we should have arrived within measurable 
distance of a co-operative commonwealth. 

This solution would no doubt—-if they saw their way to 
it—-be satisfactory to the Fabian Socialists. But we must 
not overlook the fact that the upholders of the Guild solution 
of the labour difficulty represent an entirely opposite theory. 
Mr. George Russell (A.E.) in his “ National Being ”’ has out- 
lined from the co-operative point of view the theory of the 
Guild, and it 1s one which must be reckoned with. Under 
this system, the workers in every industry will organise 
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themselves for the purpose of carrying on that industry 
without the present wage relationship of master and man. 
Questions which concern the members of more than one 
guild will be dealt with by representative councils. Such a 
solution is not incompatible with the ideals of the co-operative 
movement—it is in fact in line with them—but it is quite 
at variance with recent practical developments. The whole 
tendency of the English movement—which must be regarded 
as having the most far-reaching policy—has been domination 
by the consumer and also domination by the co-operative 
employer of labour. The present position of the Co-opera- 
tive Wholesale Society is sufficient testimony to this position. 
Even in the agricultural movement the same tendencies 
are making themselves felt.* 

The fact is that before any solution can be adopted it is 
necessary for co-operators to make up their minds what is 
the unit upon which their organisation is to be built. Even 
a commonwealth must decide on its definition of “ weal,” 
and the question for co-operators is whether they seek the 
well-being of the consumer, the producer, the craftsman, 
the labourer, or the capitalist. The day for answering this 
question has been put off from time to time, partly because 
of the natural disinclination to face difficult questions and 
partly because it seemed that, until the movement was far 
moie widely spread, there was plenty of room for those 
who answered it in different ways. Asa result, two different 
schools of co-operators have developed, and the day of 
reckoning is steadily drawing near. 

We are Justified in assuming that to answer this question 
is the first step which the pioneers of co-operative thought 
must take in the immediate future if they are going to move 
on towards the control of industry. We would venture 
further, and say that in spite of the theoretical superiority 
of the other side, which we have discussed previously, they 
are more or less certain ultimately to answer it by the 
affirmation that the consumer is the unit of organisation. 


* See Chapters II. and III. for a full analysis. 
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Our reason for this piece of prophetic dogmatism is no more 
profound than the simple perception that all human beings 
are consumers, and that they possess no other common 
attribute relevant to our purpose. They will, therefore, 
enforce their will as consumers. It is true that, under the 
Guild system, it will be sought to make every man a pro- 
ducer, but even so the extent and merit of his production 
will be so fluctuating and governed by so many external 
circumstances as to form no basis for co-operative organisa- 
tion. Moreover, the theory of. distribution has yet to be 
worked out by the Guild socialisis, and it will be no easy 
task, whereas the theory of production presents Jess 
difficulty to their opponents. 


If we are right in this assumption, industrial control will 
be completely attained and friction between the two forms 
of co-operation done away with, only when the number of 
men who are co-operatively organised as consumers is so 
great that those among them who are producers of a markct- 
able commodity suffer no hardship in that capacity. Until 
that time, we must seek to avoid friction and safeguard the 
interests and ideals of the minority by compromise. 


We come back, then, to the numerical test suggested by 
Mr. and Mrs. Webb; for an improvement in this respect we 
must look forward to a steady increase year by year of the 
spread of co-operative principles; what may be achieved 
in the near future is indicated by an example such as that 
of the Plymouth Socicty, which has a membership uf 65,000 
adult persons in a town of some 250,000 inhabitants, and 
supplies practically all their requirements. 


What is needed, in the meantime, is progressive organisa- 
tion on lines which will provide, on the one hand, for an 
automatic and gradual accession of a great number of new 
members, and the supplying of their necds on a more com- 
prehensive scale than is attempted at present (including, 
that is to say, many of the so-called “luxury trades ”’) and, 
on the other hand, for the harmonising of producers’ and 
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consumers’ inieresis, which is a neccssary preliminary to the 
subordination of one or the other in the complete scheme. 
Some realisaiion of the necessities of the situation seems 
to be already in the air, and the period of reconstruction 
after the war which is expected by the whole civilised world 
will provide a good opportunity for the co-operative move- 
ment to pui its house in order. The great business step 
which lies before co-operators is in the direction of the control 
of raw materials. This necessity has been fully realised only 
in Great Britain, where, after all the efforts at federation 
and manufacture, it has been found that the ultimate 
economics are sl(ill unattainable because the necessary 
materials are still in the grip of a sysiem to which captialisis 
alone have the key. The ‘ Shillito League’ promoted 
within ihe last two or three years by “‘ John Smith of Old- 
ham ” through the columns of the Co-operative News pledges 
its members to press forward in this direction. Much, 
indeed, bas already been donc—tea plantations, wheat fields, 
and the like have been added to the far-flung cnterprises of 
the two great Wholesale Societies and their joint committee— 
yet the opportunity which presented itself at the beginning 
of the war for entering the field of coal-mining was 
apparently too adventurous for the movement, though the 
Co-operative Wholesale Society has since acquired a colliery. 
Outside Great Britain, practically nothing has been done 
beyond colleciive purchase and sale on a gradually increasing 
scale. Even manufacture by co-operators for their own use 
is in its infancy and the great purchasing syndicate of the 
German farmers, whicli makes its contracts for basic 
fertilizers on an unprecedented scale, is still far removed 
from having any sort o1 control over the sources of supply. 
Turning for a moment to the less ambitious question of 
obtaining for co-operative consumers the produce of other 
co-operators—or would-be co-operators—we find that no 
efficient machinery of exchange has been set up. Several 
million pounds’ worth of agricultural produce is actually 
sold through co-operative channels in Ireland every year, 
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and the value of the goods produced by men who are mem- 
bers of societies but do not sell through them because of 
lack of facilities runs into more millions, while more and 
better societies could doubtless be organised if they could 
provide an outlet to a remunerative and steady market (an 
instance is the live-stock trade, at present entirely in the 
hands of middlemen). At the same time, the consumers 
organised in both English and Irish distributive societies 
are clamou:ing for these very articles and often get them 
by roundabout methods. 

It should be noted in this connection that the organised 
producer feels just the same inadequacy and _ helpless- 
ness in his organisation so long as he has no influence 
on the ultimate market, as the organised consumer feels 
when he has no direct access to raw materials. The first 
great step towards industrial control will have been made 
when producer and consumer are sufficiently convinced oi 
their common interest as co-operators to meet together and 
arrange for the joint control of plant which is necessary to 
them both. A concrete instance will serve to illustrate the 
point. Irish farmers ship cattle to England through the hands 
of middlemen, English consumers buy cattle or meat also 
through middlemen, but a joint council of Irish co-operative 
shippers and English co-operative consumers could own and 
operate one or more abattoirs and, if necessary, the ships 
as well. The advantages in economy, saving of profits, 
recovery of by-products, &c., need no emphasis. We are 
well aware that co-operative abattoirs are to be found in 
many countries, and are usually operated by producers, but 
occasionally by consumers. The point we wish to make 
is that in these cases, although the particular section con- 
cerned is realising the advantages of co-operation to a com- 
paratively full degree, the general progress of the movement 
towards a revolution in the system of business will not be 
accelerated until the ownership is of the joint nature 
suggested above. Something has already been done in this 
direction in those countries (prominent among which ar, 
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Denmark, Ireland, Hungary and Switzerland) in which joint 
wholesale socicties cxist to supply the needs of both agri- 
cultural and industrial co-operators ; but a great deal remains 
to be done to make these institutions strong enough to 
withstand outside competition on both sides of their business. 

Closely bound up with this problem of exchange of goods 
and services are the possibilities of internationalism. It is 
a curious fact that the great war, which has severed for a 
time at least so many international bonds, has rather served 
to bring into prominence the underlying basis of unity 
between co-operators and other organised workers in different 
counirics, even when they are members of opposing armies. 
It is said that when the first German troops entered the 
occupied area of Northern France they chalked up on the 
doors of a co-operative socicty : ‘‘ This place belongs to good 
peopic “---and the premises, unlike many others, remained 
undamaged. Whether this story is to be taken as literally 
true or not, it illustrates the spirit which should, and, to a 
great extent does, prevail among co-operators. In spite 
of some natural disputes, which could not be entirely avoided, 
the International Co-operative Alliance, in whose hands lies 
in a great measure the future of co-operation as a world 
force, has nobly maintained its position, and even continued 
to keep in touch with, and to obtain news from, those 
countries which were severed from its headquarters by the 
barriers of war. But all this belongs more properly to the 
political, or social, side of the movement, and here we are 
discussing the business aspect. 

There has been from time to time a great deal of dis- 
cussion as to the feasibility of international trading among 
co-operators, and, recently, a project for the establishment 
of an international wholesale society has been put forward 
from more than one quarter. While it may be held that 
this seems very much like trying to run before we can walk, 
there is a great deal to be said in favour of building up such 
a system gradually, before the policy of every country has 
become set and the leaders confined to grooves of their own 
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making. It was the failure to grasp this in the case of the 
relations between agricultural and industrial co-operation 
which led us into the troubles we have already discussed. 

At the present moment, Canadian co-operators may be 
credited with pioncer work in conncction with the Co- 
operative Wholesale Society, from which they draw supplies 
for distribution. The Co-operative Wholesale Society and 
the Scottish Co-operative Wholesale Society also purchase a 
considerable amount of goods (as for instance, Californian 
dried fruit and Danish butter) from co-operators in other 
countries ; but it is doubtful whether this is done in any 
way as a matter of policy, or whether it is merely that 
co-operators, selling in competition in an open market, 
happen to be able to offer the kind and quality of goods 
required, and at an advantageous price. 

The most determined cfforts to establish international 
business relationships are being made at present by the 
representatives of the Russian co-operative movement in 
London. The enterprise of these comparatively youthful 
co-operators should give some of the older co-operators 
food for thought. The Moscow Narodny Bank, the Moscow 
Union of Consumers’ Societies, and the Siberian Creamcries’ 
Association have already established permanent offices in 
London, and in addition to issuing a monthly paper dealing 
with Russian co-operation (surely one of the most oplumistic 
of literary ventures) their represcntatives arc understood to 
be maturing plans for collective purchase and sale to be 
undertaken on an unprecedented scale. 

In this connection, it is more than probable that Australia 
and New Zealand, where co-operation on new-world lines 
claims a remarkable turnover, will be heard of in the near 
future. The possibilities which suggest themselves are a 
collective purchasing and distributing agency for various 
kinds of raw materials, such as binder twine, fertilizers, 
feeding-stuffs, certain machinery, the requisites of certain 
manufactures, &c., on the one hand, and a selling agency 
for vast amounts of co-operatively-produced butter, meat, 
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flax, &c., on the other hand. With a judicious representa- 
tion of consumers’ and producers’ societies we can imagine 
the whole of this business being done without passing outside 
co-operative channels at all. 

Just as a representative council of agricultural and 
industrial co-operators within the United Kingdom is 
urgently needed, so one of the first after-war developments* 
of the movement might well be an international council for 
co-operative trade, which could work in conjunction- with 
the International Co-operative Alliance, though not 
necessarily under its control. It is more than probable that 
some such development will follow naturally from the 
reconstruction work, which will certainly have to be under- 
taken by co-operators of all countries, in restoring to activity 
the co-operative institutions of Belgium, Serbia and other 
devastated areas. 

Before any of these ambitious schemes, which are necessary 
to the attainment of a full development: towards industrial 
control, can be undertaken, there are matters of detail 
coming more nearly home to the individual which will have 
to be taken drastically in hand. The policy in respect to 
capital,f employment of surpluses, rates of dividend, credit- 
trading, dealings with non-members, and treatment of 
employees, remains to be thought out and standardised 
throughout every country where co-operation flourishes ; 
and it is to be hoped that the first step taken when peace 
is restored will be to have these matters discussed at a serics 

* Written in 1918. 

t It must be realised that the co-operative movement, in commoa 
with all other forms of business, has yet to feel the full pinch of the 
wastage of capital caused by war. Co-operative banks in Germany 
have greater surplus capital than ever before, but this money represents 
the liquidated assets uf thousands of farms stripped of livestock and 
equipment, which will have to bespeedily replaced. It is reasonable tc 
believe that theinflated prices and reduced margins of distributive trade 
will have a serious effect on the capital of co-operative stores, which is 
made up to a great extent of accumulating trade dividends and the 


floating savings of artisans—both of which factors must, as a result 
of war conditions, steadily decrease in fact, if not apparently. 
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of national congresses, and the conclusions carried to and 
ratified by an international conference. The report of the 
Survey Committee appointed by the Co-operative Union of 
Great Britain and Ireland should furnish an _ excellent 
starting point. 

We may now summarise, briefly, the conclusions of this 
chapter in a dogmatic manner. 

The ultimate aim of co-operation is the control of industry 
by the transference of business from a large-scale capitalistic 
wage-paying basis to a democratic union of persons employ- 
ing one another’s labour in the interests of the community. 
Such a consummation can be reached in practice only when 
all co-operative organisation starts from the assumption 
that the consumer is the unit for whose benefit the common- 
wealth is being organised. As a necessary corollary, all 
services which are undertaken to supply the needs of others 
and do not admit of control by local co-operative bodies 
must be nationalised. The requisite steps to be taken in 
the co-operative movement are an immediate extension of 
membership, a raising of the standard of education, a deter- 
mined attempt to control the sources of raw material, a 
settlement of the differences existing between organised 
producers and organised consumers by means of free 
exchange of goods, joint control of manufacturing and dis- 
tributing plant, and a common council for inter-trading, 
with a similar treatment of international interests. In 
general, we must look forward to a tremendous educational 
campaign, combined with a great increase in business efficiency 
and solidarity. Leadership is perhaps the thing most greatly 
needed. Of the outstanding political and educational prob- 
lems which have to be faced, some mention will be made 
in the following chapters. 


CHAPTER XV. 


The Policy of Co-operators : (2) Political. 


HE leaders of co-operative policy in most countries have 
always striven to keep their followers—in their capacity 
of co-opcrators—from taking an active part in party politics. 
The purpose of this attitude is sufficiently obvious ; nowhere, 
perhaps, has it been so well justified as in the case of Ireland, 
where co-operation has always had to fight against the dis- 
ruptive forces of bitter religious and political animosity. 
The Irish Agricultural Organisation Society has succeeded 
in enforcing neutrality even in the most disturbed districts, 
by putting a practical business-like scheme of organisation 
before the people; and, as a consequence, it has been and 
continues to be one of the greatest harmonising agencies in 
the country, and this in spite of the fact that its opponents 
have not scrupled to use all available political and religious 
weapons in their attacks upon it. In the few cases—not 
more than two or three in twenty-five years—in which the 
natural instincts of the disputants have been too strong for 
co-operative restraint, societies have perished ignominiously. 
The recent period of unrest in Ireland has been a time of 
grave and unceasing anxiety for the leaders, lest any 
seemingly biased action should give colour to a charge of 
political partisanship and so let loose all the disintegrating 
forces which lie so close to the surface. 
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_ dn the same way, buc perhaps wiih less difficulty (for 
until the rise of a definite Labour Party, politics offered 
little inducemeni to real enthusiasm on the part of English 
artisans) the Co-operative Union has held the scales evenly 
between a.] parties and religions. Apart from the question 
of relations with trade unions, to which we shall return, 
the only cloud which threatened in recent years was 
unexpectedly raised by the efforts of the English Women’s 
Guild to secure a reform of the Divorce Laws, a matter 
which naturally aroused some feeling on the part of their 
Roman Catholic fellow co-opcrators. 

But although this has been the general--and evidently 
the wiscst—policy of co-operators, there have naturally 
been efforts from time to time on the part of politicians 
both within and without the movement to capture it for 
their own ends. The vexed question of the attitude of the 
Government to co-operation also has a bearing on this 
matter; and, finally, the situation has been very much 
complicated by the rapid development of strong political 
organisations on the part of the working men from whom 
the ranks of co-operators are, for the most part, recruited. 
This last consideration is sufficiently urgent to make it 
incumbent on us to devote a chapter to the future possi- 
bilities of political action by co-operators. 

In England and Ireland, as we have already hinted, no 
attempt with any prospect of success has been made to 
capture the movement or any section of it for one political 
or religious party. Of other countries the same cannot be 
caid, Italy and Belgium being the most striking illustrations 
of the contrary. In Italy, where the agricultural move- 
ment predominates, there are three distinct sections— 
the Catholic, the Socialist, and the Neutral or Liberal. It 
is no uncommon thing to find in onc small country town 
(Bergamo is a salient instance) three credit societies, one 
representing each of these types; and it 1s only natural 
that where such rival institutions exist side by side there 
should be more than a suspicion of jealousy between them. 
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To comment on the undesirability of such overlapping would 
be somewhat of an impertinence. The leaders of Italian 
co-operation include, in such persons as Signor Luzzatti and 
Signor Wollemborg, able, disinterested men and enthusiastic 
co-operators. No doubt they have done the best that 
was possible under the circumstances and with the material 
available ; no doubt, also, they are always working towards 
harmony and to minimise the risks of a harmful sectionalism. 
But it must be conceded that any division in the ranks which 
is duc to causes not inherent in the nature of co-operation 
cannot fail to have a weakening effect. 


Union is in all things and more particularly in the 
co-operative conduct of business, a pre-requisite of strength ; 
and the existence of three societies where the business could 
be done by one is always to be deplored, whatever the cause 
may be. 


Belgium presents an even more remarkable example ot 
political influence. Here we find that practically the whole 
country 1s divided into two parties, the Catholics and the 
Socialis s. It is not unnatural that where such a curious 
pohitico-reigious division exists, the Catholic influence 
should be predominant among the rural population and the 
Socialist influence among the urban artisans. Both parties 
have seen the value to their cause of co-operation as a 
method of organising their forces and improving the lot of 
their followers. As a consequence, we find that the town 
societies have been practically monopolised by the Socialist 
party and have, as a rule, a definitely political or at least 
anti-clerical tendency. As a counterblast, the clergy, seeing 
the value of using for their own defence the same weapons 
with which they are threatened, have thrown all their energy 
into the extension of the co-operative movement under their 
own supervision in the rural districts. The Belgian League 
of Peasants, a co-operative federation of great strength and 
achievement in the Flemish-speaking provinces (with heac- 
quarters in Louvain and a pre-war membership of about 
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25,000) is frankly clerical, as the following quotation from 
a pamphlet translated for the American Commission will 
show :— | 


“The statutes of the League include the following 
rules :— 


1. A monthly religious meeting at the Parish church. 
(This meeting is not compulsory but in nearly all 
of our associations it is held regularly.) 


2. The religious authority of the parish has a right to 
be a member of the committee of management of 
the society, with the care of its spiritual direction. 


3. There is an annual celebration of the feast of St. 
Isidore, the farmer, patron of the League and of all 
the parochial syndicates. 

4. The League is represented bodily in the procession 
of the blessed sacrament.’ 

How far the devastation wrought in Belgium by the war 
will have proved a solvent of old animosities it is as yet 
too early to say. If it has not proved to be such a solvent, 
those who desire to aid in the reconstruction of Belgian 
co-operation and who have to administer the relief funds 
designed for that purpose, will find their work complicated 
and a great amount of tact required to deal with the situation. 


In Germany, the accusation has been made from time to 
time by official persons that the consumcrs’ societies bound 
together in the Hamburg Union have thrown in their lot 
with the Social Democratic political party. The accusation 
has been repudiated by the Union ; and it is hard to say to 
what extent it 1s justified as regards the members of 
individual societies. It has not been sufficient to undermine 
the co-operative basis of the societies ; but it has undoubtedly 
caused an antagonistic attitude on the part of the Government 
towards this section of the movement, which appears to have 
been only modified by war conditions. Politics, or perhaps 
it would be more exact to say political theory founded on 
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class solidarity, has undoubtedly played some part in the 
past history of German co-operation, and has perhaps been 
responsible for the existence of a greater number of federa- 
tions than was strictly necessary or desirable for efficiency. 


When we turn to the agricultural movement in Germany 
we are at once brought up against the second problem of 
the relations between co-operators and politicians, viz., 
the attitude of the State to the movement. In every country, 
this has been a matter of far more importance to agricultural 
co-operators than to their industrial brethren. The nature 
of agriculture and its importance to the nation have made it 
necessary for even the most backward governments to have 
some definite policy with regard to it ; consequently, when- 
ever agriculturists have been well organised the State has 
had to take notice—either favourable or otherwise— of their 
organisations. In other couniries, the Scate has gone turther 
and, seeing the value of such associations in helping to carry 
out its policy, has sought to create organisaiion where none 
previously existed. From this has arisen a tendency to 
paternalism which most thorough-going co-operators frankly 
deplore. In Austria-Hungary and in France particularly, 
this has been pushed to such TIengihs as to have almost 
destroyed the possibilities of free co-operation in many 
directions. There is hardly a society in Hungary which does 
nol owe its origin in some measure to governmental assistance, 
with its corresponding obligation to accept governmenial 
control. In France, the whole ‘‘ Credit Agricole system 
has been built up by State loans and is officially supervised, 
the “ free’ Raiffeisen banks whose existence is due to the 
energy of M. Durand being in a very small minority. 


Of recent years, an attempt has been made to bring about 
a somewhat similar state of things in regard to the agri- 
cultural movement in Germany. The Government at first 
looked askance upon co-operators, but gradually perceived 
how useful such a body of trained agriculturists might be 
to the State—especially in an emergency such as the present 
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one. No sooner was this realisation arrived at than, with 
characteristic German thoroughness, energetic efforts were 
made to give practical effect to it. The outstanding features 
of the attempt are to be seen in the foundation of the Prussian 
Central Co-operative Bank, a State-subsidised and State- 
controlled institution which seeks to act as the apex of the 
whole co-operative system and by controlling the pursc- 
strings to control also the policy. The encouragement 
which was given to the late Herr Haas (himself persona grata 
in official circles and at court) to form the great Imperial 
Federation, which tries to embrace all German agricultural 
societies, has a distinctly official tinge. The history of this 
attempt at peaceful penetration has been an interesting but 
chequered one. The old-established Schulze Delitzsch 
Federation has always maintained its independence; and 
iis example has been followed by the Consumers’ Federation 
—to which the attitude of the State has not been friendly. 
The Raiffeisen Federation has wavered from one side to thie 
other, but had reasserted its independence before the war. 
There have been doughty leaders on both sides; and the 
writings of Mr. Henry Wolff, perhaps the greatest of inter- 
national authorities, with a special knowledge of German 
conditions, have always been directed with much force 
against Government control. 

Paternalism of all kinds should be repugnant to all 
co-operators, since it strikes at the root of the principles 
of freedom and independence on which the movement is 
based ; but the attraction of easy loans, subsidies and free 
assistance has been a great temptation to struggling move- 
ments; and agriculturists are particularly prone, by habit 
and by temperament, to rely on tlis form of external 
assistance. The most weighty arguments against inter- 
ference by Government are that it is apt to be dominated 
by changes in the political situation on the one hand 
and by pressure of vested interests on the other; whilst 
bureaucratic supervision lacks both the sympathy and 
enthusiasm and also the freedom from fear of consequences 
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which are necessary 10 those who would direct the affairs of 
co-operators. A policy which may commend itself to one 
party may easily become anathema when, with a change of 
government, an entirely different set of interests takes the 
predominating place. An auditor or supervisor appointed 
by the State has no personal enthusiasm for the movement 
and seeks only to discharge his formal duties in a way which 
will be sufficiently correct or sufficiently pleasing to bis 
supervisors to enable him to maintain his position and salary. 

Nowhere has a more practical illustration of these dangers 
been forthcoming than in Ireland during the last ten years. 
Here the State agency—the Depariment of Agriculture and 
Technical Instruction—owes its origin, no less than does the 
co-operative movement, to the energy and foresight of Sir 
Horace Plunkett. The Recess Cominittee over which he 
presided in 1895 brought about the formation of the Depart- 
ment in 1900, and laid down a clear policy by which it and 
the voluntary Organisation Society should work in harmony 
for the benefit of Irish agriculturists. So long as Sir Horace 
Plunkett retained the control of the Department, this policy 
was carried out. But considerations of a purely political 
nature led to a change in the personnel of the Department ; 
and with this change, the pressure of vested interests working 
through .political channels was allowed to prevail. From 
that day to this, the harmony has been converted into 
discord; and the efforts of the State have been inimical 
to those of the co-operators, to the great detriment of all 
concerned, The history of this controversy may be read 
in many contemporary documents; it furnishes a stand- 
ing warning to those optimists who, particularly in the 
New World, believe that there is no objection to the work of 
organisation being underlaken by Government departments. 
Co-operation is, above all things, the expression either of 
a voluntary enthusiasm for self-help by association or of 
an instinctive revolt against the oppression of circumstances 
or of vested interests. If, in response to one or other of 
these stimuli, it does not spring into life and maintain itself 
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on a voluntary basis, it cannot be created or maintained by 
spoon-feeding. 

We have been dealing, so far, with efforts to inject 
political or Governmental control into the movement from 
outside in the interests of some body of persons other than 
the co-operators themselves. We have now, however, to 
consider a more vital and significant matter—the develop- 
ment of a political activity cn the part of co-operators 
themselves—as co-operators and not as partisans of any 
existing party. As we have stated, this question has only 
arisen with any urgency during the last few years; so long 
as the old oligarchical parties—-Whigs and Tories, or what- 
ever parties correspond to thesc—disputed supremacy and 
alternated in the enjoyment of office, it was a matter of 
comparative indifference to the great mass of co-operators 
which of the two parties triumphed for the moment in the 
political arena. Even if they had any desire to favour one 
party beyond the other, they had little chance of making 
their influence felt. It was only when the extension of the 
franchise and the improvement of education after the dark 
days of the Industrial Revolution had begun to produce 
a new spirit of thought and self-confidence among the 
labouring people that the rank and file co-operators became 
conscious of the possibilities which lay before them. Robert 
Owen, hailed as a pioneer of co-operation in England, was 
something more than that; he was the first man to give 
an impetus and a sane direction to organised labour. From 
his day dated the trade unions as well as the co-operative 
societies ; and, at this time, in soil well prepared by the 
privations of the Napoleonic wars and the principles of the 
Reform Bill, the seeds of modern Socialism in all its furms 
were sown. 

For many years, both co-operators and trade-unionists 
held aloof from any definite-political action. Co-operators, 
after the disappearance of the early communal experiments, 
reorganised their sysiem after the pattern of the Rochdale 
Pioneers on a purely business basis, and for fifty years were 
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content in building up a powerful economic structure with- 
out concerning themselves overmuch about other matters. 
Trade-unionists were sufficiently occupied during the same 
period in developing machinery by which they could 
command the Joyalty and improve the conditions of their 
members—in respect entirely of wages and terms of employ- 
ment. Their political action was confined to the exertion 
of such pressure as could be brought to bear upon Parliament 
for the purpose of securing Iegislation. In doing this, they 
worked mainly through sympathisers in the Radical «wing 
of the House of Commons, such as Sir Charles Dilke, whose 
biography gives a good idea of the development of modern 
reform in these directions. 

By the beginning of the twentieth century, the spread 
of education among the masses and of liberal ideas among 
many of those in authority, had made wider spheres of 
action seem both attainable and desirable. The Labour 
party was already becoming a power in British politics 
and had made uself practically predominant in Australia. 
Every country had its well-organised socialist group, its 
syndicalists, its State socialists and many other exponents 
of advanced views. Trade unions, in England at any rate, 
were definitely committed to political direct action and to 
the employment of their funds for that purpose. Politicians 
of all parties courted the support and favour of Labour 
leaders, tc whom positions of power were open. 

Such developments could not fail to react on the 
co-operative movement. With newspapers available to all, 
information (of a highly-coloured and often iaccurate 
nature) as to what was going forward in the political world 
was discussed by every man. [very co-operator began to 
feel that he was now able by embracing one or other of the 
progressive doctrines so freely put forward, to do his share 
either in advancing the interests of himself and his friends, 
or—if he were more ideally minded-—in improving the affairs 
and conduct of the world. A large number of co-operators 
were already trade-unionisis ; and the tact that co-operative 
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societies were themselves rapidly becoming large employers 
of labour made the position of their members who occupied 
this dual status somewhat difficult. The relations between 
societies and their employees threatened to become a vexed 
question, and to embroil the trade unions with the co-opera- 
tive movement. At the same time, impatience was felt 
in many quarters that co-operator, who had built up, 
solely by self-help, business capacity and patient industry, 
so large and well managed a business, were entirely ignored 
by the authorities. 

It was felt that they were in as good a position as other 
sections of organised labour to make their voice heard and 
to claim consideration for their special interests, and that 
they ought to ake every means to do so. It is true that 
they had long had a Parliamentary Committec, which was 
able to speak through one or two members of Parliament ; 
but it was obvious that, unless th: mass of co-operatois 
showed their intention to vote together when the opportunity 
offered, the Parliamentary Committee would carry very 
little weight. Thus there arose a strcng demand for what 
was known as “Fusion of Forces ”---a policy by which 
co-operators were to join with trade-unionists in a determined 
effort to return and support Labour members of Parliament. 
The demand for this policy was voiced loudly and insistently 
at several Congresses in the years immediately preceding 
the war ; but those who put it forward, although determined 
and vociferous, were in reality a small minority. The 
greater number of the old leaders opposed the step on the 
grounds already discussed in this chapter, viz., that it would 
mean imposing upon all co-operators the necessity of con- 
tributing to support the political views of one particular party. 
The fact that that body might be supposed to represent the 
greater number of co-operators did not seem to them a 
convincing reason for abandoning the strictly neutral - 
attitude which had been so’ successful in the past. They 
foresaw endless intrigue, with consequent secessions leading 
io economic weakness and disaster. So it was that at the 
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beginning of the war the proposal had suffered a number of 
severe defeats at successive Congresses ; and its chances of 
ultimate victory seemed to be receding further into the 
background. 

Two years of war conditions brought about one of the 
most startling changes in the political outlook of English 
co-operators that has ever been witnessed in the case of 
a very large body of honest and reasonable men. Any 
person who takes the trouble to read the reports of the pro- 
ceedings of the Congresses at Lancaster (1916) and Swansea 
(1917) side by side will at once be struck by this fact. There 
was probably at the beginning of the war no class of men 
so heartily anxious to do everything possible to assist their 
Government and country as co-operators were. In return, 
they were neglected, insulted and passed over in favour of 
every varicty of middle interest. The imposition of the 
Excess Profits Duty, where admittedly no profits were madc, 
the treatment by local tribunals and by military represen- 
tatives of applicants for exemption, the perpetual ignoring 
of co-operative interests in drafting control orders, the 
absence of any representative of Co-operation in the Ministry 
of Food—all these things brought co-operators to a state 
of mind which, at one time, threatened to endanger their 
goodwill to the State. The Congress at Swansea was all 
but revelutionary in its attitude, and undoubtedly caused 
a serious shock to the self-complacency of the Govern- 
ment. 

The direct practical result of this changed attitude was 
that the question of political representation came up again 
in a new form. Instead of “fusion of forces’ we heard 
now, almost for the first time, of direct representation of 
co-operators as co-operators, pledged to secure the redress 
of co-operative grievances. Put in this way, the proposal 
suited admirably the temper of the Congress ; and some of 
the older leaders, whose conservatism was still unshaken, 
were heard with ill-concealed impatience. The motion was 
passed enthusiastically ; and immediate steps taken te give 
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it practical effect. For this purpose a National Co-operative 
Representation Committee* was created by the Liverpool 
Congress, with the express object of securing direct repre- 
sentation in Parliament and on other administrative bodies 
for co-operators, and of undertaking propagandist and other 
work to this end. This committee consists of nine members 
of the Central Board of the Union and an equal number 
elected by societies contributing to the political fund. There 
are also ten persons elected by various other central bodics 
of the movement. The committee is appointed annually, 
but may eventually give place to a permanent executive 
committee of the Union. Its functions are as fellows :— 


(1) To prepare and issue a statement of policy and a 
national programme on matters political in harmony 
with the decisions of the annual Co-operative Congress ; 
to prepare for the approval of Congress such amendments 
of the statement of policy and programme as may be 
deemed desirable ; and to work in co-operation with the 
local councils, hereinafter provided for, in carrying out 
the policy and programme as approved by Congress. 


(2) To advise and help co-operative societies and 
co-operative political councils in their political work. 


(3) To initiate and undertake, or co-operate with 
other committees of the Co-operative Union in initiating 
or undertaking, schemes of propaganda and education 
for the furtherance of the objects for the attainment of 
which the committee is established. 


(4) To administer the Co-operative Political Fund on 
lines hereinafter provided under the heading “ Finance.” 

(5) To prepare a list of suitable candidates for Par- 
liamentary elections and to,receive nominations from 
local councils for addition to the list. 

(6) To approve or disapprove the Parliamentary 
candidatures proposed by the local councils, and to make 


* Now (1919) the Co-operative Party. 
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such grants in support of the approved candidatures as 
may be deemed desirable. 

(7) To prepare, for issue through the Publications 
Department of the Co-operative Union, such literature 
as may be deemed necessary for the success of the work 
of the committee. 

(8) To secure the adhesion of such societies as have 
not vet given their support to the scheme for securing 
direct co-operative representation. 

(9, To receive reports from local councils of the work 
done by the councils, and take such action thereon as 
may be deemed necessary. 

(10) To submit, with its minutes, a report of its work 
to each quarterly meeting of the Central Board. 


(11) To submit each year to the Central Board for 
inclusion in the report of the Central Board to Congress 
a report of the work done by the committee during the 
Congress year. 

(x2) To undertake such other work as may be 
remitted to it by the Central Board or Congress. 


The necessary funds are provided by participating societics, 
at the rate of 4d. per member per year; federations and 
individuals may make special contributions; and the Co- 
operative Union provides the necessary office and clerical 
assistance and propagandist literature, within a limit of 
£3,000 per annum. The Central Board has full responsi- 
bility to Congress for the use of the funds, and reports 
thereon annually. 

Under the auspices of this committce, acting in con- 
junction with local councils, which in many cases represented 
the co-operative and trade union movements jointly, ten 
candidates went to the polls at the General Election of 1918. 
Of these one was successful and several others obtained a 
considerable number of votes, fully justifying their can- 


ditature. 
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There is no doubt that the decision of the movement tu 
take direct political action, coming as it did simultaneously 
with the widening of the franchise and with great develop- 
ments in the labour world, has produced a very marked 
effect on the attitude of the Government towards co-opera- 
tion. 

The purpose of this book is to describe the theory under- 
lying the international co-operative movement; and it 
would be beyond our scope to go into a detailed examination 
of the advantages or prospects of this new development in 
Great Britain. We have dwelt on it at length, because it 
appears to represent the first definite effort of its kind. On 
the general question, it may be freely admitted that the 
co-operative movement—especially, perhaps, in its agri- 
cultural aspect—would be greatly benefited by having 
representatives on legislative and administrative bodies who 
would be both qualified and bound to express its views. It 
has suffered much in the past, particularly in the immediate 
past, by the lack of such representation. In some countries, 
the result has been to expos: the movement to neglect or 
oppression ; in others, the assistance of Government has 
been purchased by submission to paternalism: —-the birthright 
of independence has ben sold for a mess of patronage. 
Both results are deplorable; and it is no wonder that 
co-operators should seek redress by the obvious channel, 
following the modern example of other organised bodies. 
On the other side of the argument, however, must be set the 
ever-present danger of the degeneration of political action 
into party strife, with the inevitable consequences of dis- 
sension and oppression of minoritics. The tendency to 
partisanship is, as vet, deeply rooted in human nature, and 
it remains to be seen whether co-operative idealism can 
triumph over it.* 

In two other countries, there have becn distinct political 
developments on the part of men who are also co-operators ; 
but it is hard to say how far they have sprung from the 

* E.g., Circular of Liberal Party to Co-operators. 
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co-operative movement. When the history of the recent 
upheavals in Russia comes to be written it will undoubtedly 
be found that co-opera.ors were intimately connected with 
the programme and principles of the revolution. The 
Zemstvos, or local government bodies, were undoubtedly 
in the first place the mainstays of the progressive party and 
they have played a great part in the building up of the 
modern co-operative movement, which has made such 
marvellous progress in that country. Many of the leading 
representatives of Russian co-operation in England were 
exiles under the old form of government and were only 
enabled to return to their own country by the success of the 
revolution, with which they naturally sympathised. The 
“Russian Co-operator ’’ hailed this success as the dawn of 
freedom. We may therefore safely assume that co-operators 
have been identified with democratic aspirations. This is 
only what we should naturally expect ; and it justifies us 
only in saying that the same spirit which has led men 
to revolt against oppression has also Ied them to combine 
tor self-help in the economic sphere. To say that co-operators 
in Russia have had a definite political programme as 
co-operators and that this programme has ended m the 
overthrow of the government, would be to assume an analogy 
between methods of thought and action in Russia and in 
England which, probably, would not be justified by circum- 
stances. 

In America, farmers have taken a more active part in 
politics than in any other country. For many years past, 
the National Grange—a vast farmers’ organisation on trade 
union rather than on co-operative lines, with some of the 
relics of the secret society of carlier days still clinging to 
it—-has had, at Washington, agents who have spent time 
and money in the lobbies securing attention to bills which 
promoted the farmers’ interests. Senators and Congressmen 
in Middle-Western States particularly, have learned to pay 
careful attention to the views of the farmers who form an 
important part of their constituents, and have just sufficient 
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organisation to make them articulate. Among the 
important pieces of legislation which owe their existence 
to this form of agitation, may be quoted the introduction 
into America, at a surprisingly late date, of the parcel-post 
system—which was carried into effect in the teeth of a 
determined and powerful opposition on the. part of the 
Express Companies. Recently, a more definite line has been 
taken by farmers in the Middle West by the formation of a 
Farmers’ Non-partisan Political League, pledged to return 
farmers’ candidates to local legislatures and to press for 
laws favourable to the farming community without giving 
adherence to any of the existing political parties. This 
League had its origin, and still has its greatest strength, 
in the State of North Dakota, where the farmers were 
thoroughly disgusted by the corruption of the legislature 
and its complete domination by profiteering interests. Its 
success may be gauged by the fact that at the election held 
only two or three years after its foundation, not only was a 
large majority of farmers returned to the legislature, but 
all the most important offices from Governor downwards 
were filled by the candidates of the League, running on a 
non-partisan ticket. The precedent so strikingly set, will 
no doubt be cxtended to other States where farmers con- 
stitute a majority of the population. 

It would be too much to claim that this work arvse 
out of co-operation; but it may be truthfully said that 
whenever this spirit is abroad among farmers, co-operation 
is also in the air, and the two policies will undoubtedly 
go hand in hand. Thus, the headquarters of the League at 
Fargo, North Dakota, are also the headquarters of the 
Co-operators’ Herald, which is the official mouthpiece of the 
organised farmers who have created the Farmers’ Co-operative 
xchange for the collective sale of the grain crop in St. 
Paul, Minnesota. 

As political action cOmes mvure and more within the 
practical range of co-operators, they will be forced to think 
out more clearly their relationship to the various theories 
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of the reorganisation of society which form the political 
material of the advanced thinkers of the labour world to-day. 
Conversely, as the labour world becomes more and more 
organised for the adoption and practical execution of one or 
other of these theories, it will become increasingly incumbent 
on co-operators to interest themselves in this organisation, 
and so to take a definite part in politics. From every point 
uf view, therefore, it is incumbent on the leaders of co-opera- 
tion to state clearly their relationship to State Socialism, 
Trade-unionism, Syndicalism, the Guild movement, and 
similar movements. 

The theory of co-operation has always been to attain 
a maximum of strength by collective action while leaving 
the individual freedom of the member unrestricted ; and to 
sive to all men equality of opportunity within the movement. 
The recent programme which has been put forward in 
England shows a decided tendency to embrace the doctrine 
of State Socialism of the Fabian Society and advocated by 
Mr. and Mrs. Sidney Webb, whose influence on the theorctical 
side of English co-operation has been very great. As a 
practical solution of the difficulties, the adoption of this 
attitude by co-operators would probably, as was hinted in 
the last chapter, be the easiest form of compromise. A com- 
promise, however, it would undoubtedly be, and no more, for 
while it may fulfil in the widest sense the promise of equality 
of opportunity, it threatens with extinction the equallv vital 
doctrine of freedom for the individual, and invites a 
bureaucratic system of contro] which must be entirely 
abhorrent to many of the leaders of co-operation. To those 
who have identified co-operation with socialism and spoken 
reproachfully of its attempt to extinguish individualism and 
competition, co-operators have always returned a direct 
contradiction: They have claimed that so far from attempt- 
ing to extinguish individualism they aim above all things 
to give it an intelligent and satisfactory channel for self- 
development through voluntary association—self-help through 
mutual help. There is a very real difference between this 


232 Co-operation 1n Many Lands, 


attitude and the policy of the Fabian Society, and though 
the practical advantages of a reconciliation are evident, the 
theoretical and aciual difficulties are great. Furthermore, 
the vital question at the present moment is whether the 
dogma of Fabian socialism, or the orthodoxy of the old 
Trade-union‘sm, will withstand the rush of advanced thought 
which now seeks a radical reconstruction of society. Pioncers 
of co-operation must always be men of enthusiasm ; freedom 
and progress must be in their blood ; and they must possess 
a real love of their fellow men. Can they be fettered to anv 
scheme which implies a restriction of initiative,.a submission 
to the bureaucratic machinery of government, if they are 
offered a more stirring alternative ? | 

The alternative is adhesion to the advanced wing of the 
Socialist party, which undoubtedly tends at present, through 
the by-paths of syndicalism, internationalism, and * maxi- 
malism ”’ in the direction of reorganisation by Guilds. The 
tardy admission at recent gatherings of brain workers to the 
ranks of labour shows that the old lines of the contest are 
being re-formed. ‘The aim of the future, above all things, is 
the abolition of the wage-system—the destruction of the 
theory that a man and his labour, whether of brain or hands, 
may be used like any other commodity as a means to an end. 
A.E., the prophet of the Co-operative Commonwealth, has 
attempted to show in his book, ~The National Being,” 
how co-oper.tion may be linked with the theeries of which 
Mr. Orage in the ‘New Age” is the principal literary 
exponent. We believe that this policy, which is a gencrous, 
human and progressive one, will commend itself to co-opcra- 
tors; but serious difficulties stand in the way. 

The very success of the co-operative movement has raised 
for it difficulties uncontemplated by the pioneers. The 
chief of these difficulties are, firsi, the fact that co-operators 
have themselves become employers of labour on a very large 
scale ; secondly, that by the success of their business methods 
and the operation of the dividend principle they have to a large 
extent shut out from the benefits of membership the poorest 
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classes of the population ; thirdly, that they have segregated 
themselves into unrclated and sometimes almost hostile 
sections according as they were cither “ producers’ or 
“consumers.”” We have been over much of this ground 
before in other parts of this, book; we return to it because 
it contains the whole problem of the future for those 
co-operators who see beyond the counter of their own shop. 
The deduction put bluntly is that co-operators themselves 
have tended to become miniature capitalists and not only 
to acquiesce in the distinction between the ‘‘ havcs ”’ and the 
‘have nots ’’ but to adopt the stereotyped view of employer 
and employed and to perpetuate, by their failure to find a 
bridge between agriculture and manufacture, that very 
svstem of exchange of goods through commercial under- 
takers which is contrary to the whole theory of their move- 
ment. 

To get out of this rut and into the broad road which 
leads through free guilds to a free co-operative common- 
wealth is not the work of a few Parliamentary elections. 
Much has been done already, for in spite of the labour 
problem co-opcrators and trade-unionists have been able 
to come to an understanding which appears to be whole- 
hearted and permanent. -What remains is the greater task 
of casting out the wages system from the movement and 
devising a policy which will find room for producers as well 
as consumers. Meanwhile, it will be well for advocates of 
consumers’ co-operation and of Guild Socialism to abandon 
the happy illusion that their present policies are consistent 
with one another. They are, as a matter of fact, diametrically 
opposed in everything but their underlying spirit, for the 
member of a consumers’ society wishes to zet production 
done for him through his society ; and this is exactly the 
system which the Guildsman seeks to replace. 

The ultimate goal must be such a reorganisation of 
society as will enable the producer to work for himself and his 
fellow consumer untrammelled by the present relations of 
master and man. We see only one way in which co-operators, 
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as co-operators, can play their part, irrespective of what 
others may be able to do, in bringing about this result. 
They must keep developing their economic organisation, 
bearing in mind the necessity of making each community 
self-supporting and getting each community to realise 
when it is self-supporting the necessity of becoming a 
constituent part of an international co-operative common- 
wealth. The goal is far distant; and, for the present, it 
is hard to see how any definite political action which 
co-operators can take can lead far towards it. They can, 
however, use political action for the purpose of removing 
disabilities which can be removed only by legislation and 
State administration. In doing this, they have before them 
the very delicate task of avoiding harmful entanglement 
with any purely political party ; and they have to face the 
question whether, in avoiding such entanglement, they will 
be able to influence a sufficient number of electors to give 
them any power. The answer to this turns upon the rate 
of extension, not only of the membership of the movement 
but of the number of true co-operators in that membership ; 
it depends in fact on the extent to which co-operative prin- 
ciples are understood and appreciated ; and that in its turn 
depends upon that cornerstone of human endeavour— 
education. 


CHAPTER XVI. 


The Policy of Co-operators : (3) Educational. 


MONG the model rules published by the Co-operative 
Union for the use of affiliated socictics, that relating 
to the allocation of surplus contains a clause providing that 
2$ per cent of the balance remaining after certain charges 
have been met shall be devoted to educational purposes. 
The clause is, in many cases. more honoured in the breach 
than in the observance. To its practical application we 
shall return; but it is werth while to point out that its 
wording admits of more than one reasonable interpretation. 
Education in connection with co-operative activities may 
mean anv one of these things~ education by co-operation, 
education for co-operation, or the gencral education of 
co-operators in various subjects. All three of these policies 
have been made the subject of experiment, and it is of course 
both possible and practicable to combine any two or all 
three thereof. 

It may be argued that the whole co-operative movemmcnt 
is in itself an educational agency, giving those who take 
part in it an insight into business methods, a training in 
practical citizenship and an enthusiasm for social ethics 
which they could scarcely obtain in any other way. There 
is obviously a great deal of truth in this point of view, so 
long as co-operators live up to the ideals of their movement, 
and are not content with passive membership which merely 
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brings material benefits to their pockets. It is for each 
society to see that its members take the higher point of 
view; and it is above all things the duty of the advisory 
and propagandist federations to assist in this work. It 
may therefore be held that such federations are primarily 
charged with the educational work of the movement. In 
some countries they do in fact assume all such responsibility ; 
in others, notably in England, the duty is shared between the 
federation and the local societies—with the result that the 
amount of work done in this direction varies very much 
irom district to district. In Ireland, where the rule 
nominally exists of making a contribution to cducation, 
it is held--by those socicties which give any thought to 
the matter—to be discharged by the payment of the proper 
fees to the Irish Agricultural Organisation Society. All 
the work of this body may in fact be said to be of an 
educational character. By organising and supervising co- 
operative societies, and placing continually before them the 
proper practice and ideals of their movement, it is promoting 
education by co-operation, while in issuing leaflets and 
sending out organisers and lecturers into new districts and 
organising instruction for secretaries, managers and com- 
mittee-men, it is giving education for co-operation. It is 
admittedly in respect of such educational work that the 
society has for some years been in receipt of an annual grant 
from the Development Commissioners. ‘The third feature 
—nowhere more urgently required than in Ireland---the 
education of the people 1n genera) subjects in order that 
they may become good co-operators and good citizens, 
has been beyond the scope and resources of the Irish Agri- 
cultural Organisation Socicty and, indeed, of every such 
‘body with the possible exception of the Co-operative Union, 
to which we shall return. 

Ou: first type of education—education by co-operation— 
is a matter for which obvéously no rules can be laid down ; 
where the movement is healthy, both in body and spirit, 
educational results must follow; and if this is not so, the 
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movement has no superiority over other forms of business. 
We need not therefore labour this point. We can, how- 
ever, enumerate briefly the educational advantages which 
the practice of co-operation may be supposed to confer 
on its adherents. In the first place, it should teach self- 
reliance and, at the same time, through associated effort it 
should foster a spirit of mutual confidence. Secondly, it should 
draw out the business and administrative capacity which 
is latent in many a man who has never had occasion to use 
it. Thirdly, it should lead people to appreciate the advant- 
ages of honest dealing, cash trading, and fair distribution 
of wealth; and as the business expands and comes into 
contact with public duties, its members should gain a iruc 
sense of the duties and responsibilitics of the good citizen. 
A co-operative society should make it part of its business to 
promote the general welfare and reputation of the town or 
district in which it flourishes. By so doing it will give, at 
least, to those of its members who take an active part in it, 
the highest form of practical cducation, That the co-opera- 
tive movement has accomplished results of this kind to a 
greater or lesser degree wherever it has firmly established 
itself, is beyond question: but it is a pomt which would 
be hard to prove on paper without going into many ard 
elaborate details. 

Education for co-operation 1s a more technical matter, 
more interesting perhaps to the enthusiastic co-operator, 
and yet narrower in its scope than the form of unconscious 
education we have discussed. By this phrase we mean to 
describe all that education which is given by co-operative 
socicties or their federations to members, sccretaries, 
managers and committee-men, with a view to fitting them 
to carry on as well as possible the business of the societics, 
to understand and observe the rules, and to appreciate and 
foster the ideals of the movement. The greater part of this 
work has been done by federations ; and it has been dore 
more or less in every country where such federations exist. 
It falls naturally into several divisions (1) the practical 
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inst-uction given by offic.ais of the iederation to members 
and employees of societies in personal visits and interviews 
which may be said to come under the heading of organising 
work rather than education in the restricted sense in which 
We are now considering it, (2) the publication of printed 
matter of all kinds, ¢.g., leatlets, pamphlets, books, and above 
all, newspapers, (3) the giving of lectures by a travelling 
agent, (4) the holding of classes, either at local centres or in 
the form of short “schools ” at a convenient centre, or in a 
. permanent educational institution, (5) th: institution of 
libraries and reading-rooms. 

Classes in co-operative education have been rendered 
doubly necessary by the fac: that little or no effort—except 
in Denmark and more recently in Finland—has been made 
to give any understandiny of this subject to the children 
in the ordinary schools. Great progress has been made 
both in Germany and in Britain with this form of instruc- 
tion. In the former country, the work is almost entirely 
done by the federations, and classes are held at selected 
centres. These classes cover various aspects of the move- 
ment, as suited to members and officials, the duration of 
the course being proportioned to the use which the learner 
proposes to make of his knowledge. The extent to which 
Co-vperative education has spread in Germany, is illustrated 
by the number of books on co-operative matters—often 
discussing in detail comparatively small points of theory or 
practice—which have been written as theses by men com- 
peting for degrecs in the ieading universities. Such theses 
were unheard of by the learned men of English universities 
until within the last four or five years; but they have been 
common in Germany for twenty years or more. The general 
standard of education, at any rate among those who direct 
the affairs of co-operative societies in Germany (the members 
for instance of the Au/sechisrat, or Supervisory Committee) 
seems to be considerably bigher than is the case in most 
other countries, and while much of the credit of this 1s no 
doubt due to the efficiency of the general system of education 
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some at least must be ascribed to the work of the federa- 
tions. 

In Italy, a certain amount of similar work is done, and 
a system which has been instituted for well-managed and 
successfully administered socicties has had a stimulating 
effect. 

The British movement has been going through a period 
of self-examination with regard to its educational efforts 
recently, and developments have been taking place with 
some rapidity. The usual practice has been for each society 
to appoint its own education committee, and to finance the 
work of the committee by a small grant from the surplus at 
the end of each acccunting period, thus complying with 
the rule already referred to. The amount thus obtained 
was supposed to be used locally in the education of co-opera- 
tors by means of classes, libraries, lectures, publications, and 
so forth. In point of fact, the money available has in most 
cases been insufficient to provide a really effective system 
of instruction, and it must be admitted that in many districts 
considerable apathy has prevailed in regard to it. Education 
committees have been only too apt to sink into inactivity 
on the one hand or to spend their money and time more on 
amusement (no doubt of a healthy and useful kind) for the 
members of the society than on the actual education which 
formed theit rtson d’étre. 

It has gradually become clear to the Icaders of the 
movement that greater centralisation is the only method of 
avoiding waste of money and energy and great inequality 
of opportunity. 

The present educational programme which is_ being: 
developed by the Central Educational Committee of the 
Co-operative Union is of a very comprehensive character, 
as may be seen by a glance at the syllabus which 1s published 
year by year. An ‘ Adviser of Studies ’”’ has been appointed 
to unify and extend the work of the committee. Classes 
are held throughout the year at Holyoake House and 
instruction is also given through correspondence classes, 
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lectures and summer schools. The subjects of the courses 
include, in addition to the history and principles of co-opera- 
tion, technical subject» like auditing, book-keeping, manage- 
ment, and secretarial work. Other subjects such as 
Industrial History, General Economics, and Civics, are also 
taught. Certificates are given to successful students who 
qualify in the necessary cxaminations, A magazine, the 
Co-operative Educator, is published, and scholarships of 
small amounts are made available. 

It is not necessary to consider in detail the various 
methods of instruction which are adopted; the point of 
interest is the general object of the scheme. While the 
main object at present is necessarily the inculcation of the 
piinciples of co-operation both in theory and in practice— 
in order to maintain the supply of trained employees, officials, 
and. committee-men—there is a larger purpose behind this, 
viz., the training of all the future members of a coming 
Co-operative State in the duties and responsibilities of true 
citizenship. To this we shall return in connection with the 
third of our sub-divisions—the general education of co- 
operators. 

The giving of lectures bv a travelling agent is a form 
of co-operative education which need not detain us long, as 
it is familiar to everyone, whether emploved on behalf of 
the co-operative Movement or otherwise. In every country 
a certain amount of work of this kind is done, usuallv, of 
course, through one or other of the federations, but occasion- 
ally by Government agency or for propagandist purposes by 
exceptionally strong local sccieties. It may be roughly 
divided into two scctions—one of which consists in attempts 
to convert non-co-operators to co-operation, the other in 
interesting, instructing, and confirming the faith of existing 
co-operators. The second of these comes more exactly under 
our heading. There is little to be said of it, except that 
experience suggests that lectyres are chiefly apt to be success- 
ful when they are delivered by one who has himself been 
a chief actor in the scenes he describes. The use of the 
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magic lantern is well understood ; and the attraction which 
it adds to a lecture is appreciated, but the development of 
the cinematograph as a method of co-operative education 
has been slow. Generally speaking, it may be said that the 
movement, aS a whole, is somewhat behind in what is 
coming to be known as “ publicity.’’ Publicity bureaus are, 
however, gradually being established by the leading co-opera- 
tive federations with the twofold object described above of | 
popularisng the movement and of educating its followers. 

Among the manifold duties of such bureaus will 
undoubtedly be that of sending out lecturers ; a preliminary 
step, however, is the issuing of co-operative literature, or 
the co-ordination of what is already issued. Here we come 
to ground on which a great deal of work has already been 
done. Every co-operative federation of any importance— 
it is almost safe to say—issues one or more papers or 
magazines; and many of the larger local societies have 
followed the cxample. In addition to this large regular 
press, the number of propagandist and educational pamphlets 
issued from the same sources is tremendous and is growing 
year by year with almost remarkable rapidity. 

The number ot publications is probably greatest in 
Germany, Britain and Italy, in the order named. I‘inland 
has been extraordinarily prolific of written material, con- 
sidering the comparative youth of the movement (the 
Pellervo Society was formed in Igoo) and the scanty popula- 
tion. Co-operative text-books in three languages are in use 
in the schools throughout Finland ; and we are told that the 
circulation of the principal co-operative newspaper is as 
high as 55,000, a truly remarkable figure. Ireland has the 
satisfaction, owing to the efforts of Mr. George Russell, of 
producing a co-operative weekly—-the Jrish Homestead— 
the reputation and influence of which are international, even 
though its circulation cannot by any means hope to rival 
that of the Finnish organ. Germany, with characteristic 
thoroughness, has produced several complete libraries of 
technical literature as well as seven or eight old-established 
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newspapers ; and the British Co-operative Union is not far 
behindhand in regard to technical literature. 

The Survey Committee of the British Co-operative Union 
in its report has drawn attention to the fact that in the 
multiplicity of publications there is a possibility of some waste 
of effort and even, perhaps, of friction. This is undoubtedly 
true at the present time of the co-operative press both in the 
British Isles and in Italy; but the amalgamation of news- 
papers is a difficult undertaking, even though it may lead 
in the end to more business-like results and more effective 
propaganda. 

The establishment of libraries and reading-rooms has 
always appealed to the more ideally-minded members of the 
co-operative community as one of the best methods of pre- 
serving the balance between the spiritual aspects of their 
faith and the material elements represented by the shop- 
counter. But it must be confessed that, on the whole, slow 
progress has been made. In some countries—Belgium, 
Holland, Norway—the social side of co-operation has made 
a natural appeal to the people; it has been a part of their | 
political life and opened to them that mght of association 
which was so long denied; and in these countries we find 
that co-operators have erected *‘ People’s Palaces ”’ in which 
provision for reading and writing plays a part. In England, 
many of the more flourishing of the distributive societies, 
blessed with energetic and intelligent educational com- 
mittees, have incorporated reading-rooms in their new 
premises, and have created useful libraries for the instruction 
of their members. The same has been attempted to a greater 
or lesser degree in every country, but probably the per- 
centage of co-operators who have taken advantage of such 
facilities is, on the whole, very small. The spread of cheap 
literature, the establishment of free public libraries of one 
kind or another in all large towns, and the general diffusion of 
miscellaneous publications has tended to make co-operative 
libraries almost superfluous. What seems to be more needed 
is a certain number of more technical libraries in which the 
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serious students of co-operation—of whom there are beginning 
to be quite a number—may find the material for their 
researches. The average public library, even when |it 
specialises in economic literature—and very few of them go 
even as far as this—has little room for co-operation ; and 
it is rarely that the librarian has any knowledge of, or interest 
in, that subject. This fact is sufficiently revealed by the 
almost complete absence of any scientific library classifica- 
tion of co-operative literature, a matter to which we have 
drawn attention in a previous chapter. 

The need is to a certain extent being met, and will 
probably be met to an increasing degree in the future, by 
big federations, most of which are making some attempt to 
build up libraries. Useful collections of books and documents 
have been created in this way; but something more than 
this is needed. We are beginning to realise more and more, 
that a collection of books does not in itself constitute a useful 
library, however excellent the books may be. There must 
be means of inaking the knowledge contained in them useful 
to students; and this necessitates the appointment of a 
trained and permanent library staff. Up to the present, 
very few co-operative federations have seen their way to 
spend on library work the money required to achieve this 
object. As an illustration of what can be done where the 
money is available, we may cite two institutions, each of 
which is keenly interested in co-operation among other 
subjects, namely the International Institute of Agriculture 
in Rome and the Musée Social in Paris. The first of these 
is supported by the contributions of forty-six governments, 
each represented in its constitution, for the purpose of 
supplying to the world accurate information with regard to 
the whole economic side of agriculture. Agricultural 
co-operation is one of the chief subjects engaging its attention, 
and it has a fine library dealing with it. The publications 
which come into the library are made available to the public 
by means of articles, extracts, and summaries by expert 
members of the staff published monthly in the “ Inter- 
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national Review of Agricultural Economics.’”’ The Musée 
Social, on the other hand, is the result of private 
benevolence, having been handsomely endowed by the 
Comte de Chambrun. It is a library and research bureau, 
which exists for the purpose of making information on 
economic subjects available free of charge to all inquirers. 
It has done magnificent work ; and co-operation has not by 
any means been disregarded in iis activities, as a study of 
its various publications and of its catalogue will show. 
When we come to look for a corresponding institution 
devoted entirely to co-operative purposes the Co-operative 
Reference Library, situated in the Plunkett House in Dublin, 
will, we believe, be found to be unique. This lhbrary—which 
is More a research bureau than a mere library—was initiated 
in 1914 at the instance of Sir Horace Plunkett and has been 
enabled to do practical work through the financial assistance 
generously given to it by the Carnegie United Kingdom 
Trustees. Although located at the headquarters of the 
Irish Agricultural Organisation Society, and working closely 
in touch with that body, it is quite independent in its con- 
stitution, is international in its scope and covers both the 
agricultural and industrial aspects of the movement. Its 
purpose is to form a complete collection of works dealing 
with co-operation and kindred subjects, to make the infor- 
mation contained therein accessible to students, and to 
publish extracts and results of research work for the benefit 
of a wider public. A quarierly journal is maintained and 
supplemented by occasional pamphlets, and readers at the 
library are welcomed. As the authors of this book have 
been responsible for the work done by the library since its 
foundation, they are naturally not in a position to estimate 
its value; but it may be pointed out that in spite of the 
handicap of war conditions which have prevailed since its 
institution, the library has already formed a very large 
collection of literature and has attracted students from 
countries as far afield as India, Japan, and America. The 
Carnegie grants will not continue beyond Ig20; and it is 
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hoped that by that time the various co-operative bodies who 
are benefiting by its work will.see their way to make it self- 
supporting. It is at least fair to claim that, whatever may 
be the merits of the work done hitherto, the principle under- 
lying the foundation of the library is a sound one and that 
the library meets a real need of the co-operative movement. 

We come now io the last of our three points, which is 
at once the most important and the most difficult with which 
we have to deal, viz., the general education of co-operators 
in various subjects in order to fit them to play their part as 
citizens in the co-operative commonwealth of the future. 
It will have been noticed by the observant reader, that in 
what we have written of co-operative education, little has 
been said of Denmark, although that country 1s admittedly 
a model one in many respects for co-operators. It is a 
curious fact that, in Denmark, there is very little talking 
or ‘writing about the movement; and the Danish Co-opera- 
tive Union has none of the cducational and propagandist 
machinery which we have described in dealing with other 
countries ; the advertisement which Danish co-operation 
has received has come from visitors from abroad. Yet the 
movement has flourished there as in scarcely any other 
country ; and its principles are thoroughly understood and 
acted upon. The explanation of this seeming contradiction 
is not hard to find. It lies in the high standard of general 
education for citizenship-—in which co-operation plays an 
important part—which is accessible to practically all Danes, 
through the means of the Peoples’ High Schools and similar 
institutions. In this Danish educational system, we have 
the foundation stone of a real democracy, and, given such a 
foundation, the impulse to co-operation is almost automatic. 

In most countries, such facilities are as yet a dream 
of the future; and it lies largely with co-operators, if they 
wish to accelerate the coming of the co-operative common- 
wealth, so to use the advantage given them by the solidarity 
of their movement as to ensure that their own members 
receive a thorough training in. citizenship. This is one ‘of 
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the purposes of the co-operative college which is the ultimate 
aim of the educational programme now being built up by 
the Co-operative Union in the United Kingdom. 

The difficulty of education, hitherto, has been very 
largely a question of money. Under the class system 
generally prevalent in Europe, an excellent education is open 
to those who can afford to pay for it. Under democracy of 
the American type, the education which is given to all is 
limited by the fact that the funds available are not sufficient 
to pay high salaries to all teachers ; the consequence of this 
is that democratic education becomes a matter of levelling 
down, It is fair to say that if there are few people in America 
so badly educated as many people in Britain, yet there are 
few so well educated as are the products of the best kind of 
British education. What co-operators have to achieve is a 
form of education which will overcome this difficulty and 
produce results similar to those already obtained in Denmark. 
In that country, however, the State, which is governed largely 
by and for farmers, works in harmony with co-operators ; 
in most other countries, co-operative educational ideals have 
to be worked out without any such assistance. The aim, 
therefore, must be to concentrate funds on employing really 
good teachers in the most efficient manner to handle just 
those subjects which are essential to the co-operative citizen 
and are not usually part of the courses of instruction provided 
in the schools maintained from public funds. 

That this fact is thoroughly grasped in Britain may be 
seen by consulting the list of subjects in which the Co- 
operative Union is preparing to give instruction. Recent 
developments in other countries have been largely obscured 
by war conditions ; but we may take it that in the period 
of reconstruction they will follow much the same lines. 

Training in citizenship is not a strong point in the 
ordinary system of education. Subjects such as practical 
economics, social reform, industrial history and so forth 
take a very subordinate position in the scheme, compared 
with the more impressive subjects of the old régime. Yet 
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instruction in these subjects is an absolute necessity if we 
are to have a true democracy in the future. How many 
artisans, educated under the present system, have any real 
knowledge of the constitution and governing principles of 
municipal and other public bodies to which they may in- 
creasingly hope to be elected ? The education it is proposed 
to give should have special reference to such matters. 

There is room for such education particularly among 
co-operators because the societies to which they belong 
should in themselves be miniature models of the larger 
society to which they aspire. It all the members of a society 
really understand the proper use of that society, as somc- 
thing larger than a mere trading agency, they are already 
on the first rungs of the ladder which leads to true citizenship. 
If they do not so understand it, they must be educated in 
co-operative principles for the sake of the movement itself, 
and the method chosen to educate them will also fit them 
for citizenship. The lessons to be learned are those of 
loyalty, fairness and temperate ambition. It is the human 
gospel of co-operation which must be interpreted in our 
co-operative centres as the educational basis of citizenship, 

We have tried in these pages to lay down as far as 
we are able the underlying theory, upon which the practical 
structure of the co-operative movement has been and must 
be built up, and to give some idea of the spirit and ideals by 
which co-operators are inspired. The picture must be 
completed by illustrating from actual practice the methods 
of working adopted by co-operative societies in various 
countries, and to show the amount of success achieved 
by each method, This we hope to do in a second and com- 
plementary volume very shortly tu be published. 


APPENDIX. 


Legislation Relating to Co-operation. 


N most countries, the State has attempted very little in 
the way of legislation in respect of co-operative societies, 
though provision has been made for the legalising of the 
societies. In Great Britain, socicties had no legal personality 
enabling .nem to sue and be sued until 1852, in which year 
the first of the Industrial and Provident Societies Acts was 
passed. In 1862, socicties registered under the Industrial 
and Provident Societies Act were enabled to have limited 
liapility. It is important to note that these Acts were not 
intended for co-operative societies merely, but wcre meant 
to apply to societies which are not m the true sense 
co-operative. 

In Germany, a law on co-operation passed in 1889 
specifically refers to co-operative societies. Similarly, in 
Belgium, in Italy, in Finland, and in Switzerland co-operative 
societies are explicitly dealt with. Although the definitions 
in the laws of these various countries have a wide range of 
difference, they all agree that the purpose for which the 
Sociery is formed must be a business one, thus aistinguishing 
it from a mutual aid society, a trade union, or a philan- 
thropic society.* In Great Britain, the main restrictive 
clauses of the definition provide that no individual shall have 


* Industrial and Provident Societies Act, 1893. 
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an interest in the shares of a society greater than {200, and 
that if the society undertakes the business of banking it 
shall comply with certain provisions as to non-withdraw- 
ability of capital which are laid down in the Act. In Germany, 
stress is laid in the definition on an open membership, and the 
furtherance of the craft or occupation of their members by 
means of a business conducted in common.* 

In Belgium, a co-operative society is defined as one 
composed of members whose numbers and holdings are 
variable, and whose shares are non-transferable to third 
parties. The non-transferability of shares exists, as a 
restriction, in practically every country except England. 
The object which is aimed at is to prevent the shares from 
becoming the object of commercial speculation. In 
Great Britain, open membership of societies and the fact that 
the coniitee can issue new shares at par when it so desires, 
effects the purpose quite as well. In every country, the 
value of the share is left to be fixed by the members in their 
rules, and it can be as low as they like. Societies have, for 
example, been registered in England with shares of one 
penny. There is also a provision in all countries that the 
capital of co-operative societies shall be variable. Members 
are thus able to utilise their dividends by adding them to 
the capital of the society, knowing that they can withdraw 
all or part of their holding over and above the minimum 
required by the rules. 

In the United Kingdom and Italy the law contains pro- 
visions limiting the amount of shares which any individual 
can hold. In both countries it is fixed at £200. The 
Italians most probably took this sum from the British Act. 
In every country, societies are free, through their committees, 
to refuse admission to any individual whom they desire to 
exclude without reason stated, and they may in their rules 
lay down certain conditions which restrict the classes of 
persons who may join, or the district from which members 


* Gesetz betreffend die Erwerbs-und-Wirtschaftsgenossenschaften‘ 
1889, 
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may be drawn. In Belgium and Italy the law gives societies 
the power to make rules limiting the right of members to 
withdraw from the society, but this rule is not much in use. 
In other countries, members may withdraw when they please. 

The liability of members is usually either unlimited and 
undivided, or limited. In most countries, unless a pro- 
vision is made specifically to the contrary in the rules, 
liability is taken to be unlimited. This is specifically stated 
in Swiss and Belgian law, the clauses stating that if no 
provision is contained in the rules to exclude the personal 
liability of individual members, then the members are jointly 
responsible to the extent of their whole fortune. In the 
United Kingdom, societies which are registered, as most are, 
under the Industrial and Provident Societies Acts, have, 
tpso facto, limited liability, and must put “ Limited ”’ in the 
title of the society. In Ireland, the credit societies affiliated 
to the Irish Agricultural Organisation Society have unlimited 
liability, because the Railfeisen model was followed. They 
are registered, not under the Industrial and Provident 
Societies Act, but under the Friendly Societies Act, which 
includes in its ambit societies ‘specially authorised,” in 
addition to friendly societies proper. In Geimany there is 
another form of liability. The creditors of the society, 
having endeavoured to satisfy their claims from the property 
of the society can proceed against all the members, but not 
against an individual. In Belgium and Italy there are forms 
of unlimited liability in which the member is responsible for 
his proportion only of all the liabilities of the society, ¢.g., 
in one of thirty members, each member is responsible for 
one thirtieth of the society’s debts. In these two countries, 
also, liabibty may, if the societies are registered under the 
French classification of Sociétés Commandites, be unlimited 
for those who have a share in the management, 1.e., the 
directors, and be limited for the other members, provided 
the latter do not interfere im the management. In France 
there is no special co-operative law. Societies may register 
either under the civil code or the commercial code, and they 
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are bound by the regulations of either. Societies which 
register under the civil code must deal with members only. 
By this method of registration societies can be established 
cheaply, but it is almost impossible for them to escape 
unlimited liability, for it is a provision of the code that 
unless third parties are formally told at each transaction 
between them and the society, that its liability is limited, 
the limitation is null and void. In the commercial code 
there are three classes of business association. One has 
unlimited liability (en nom collecttf), the second has unlimited 
liability for the directors and limited liability for the members 
(en commandste) and the third has limited liability (anonyme). 
As a rule, societies registered under the en commandtte form 
were registered before 1867, when an alteration was made 
in the commercial code allowing a new type of society— 
the société a capital variable—to be registered. This amend- 
ment was carried in order to meet the wishes of co-operative 
societies. In 1893, a mixture of the provisions of the civil 
and commercial codes was authorised, by which societies 
are enabled to register as soctétés ctviles a forme commercial 
thus indicating that, although they appear to be trading 
bodies in the ordinary sense, they are really co-operative. 
They escape the fatente, or licence, required by the com- 
mercial code, provided that they do not deal with non- 
members, and, at the same time they are allowed to have 
limited liability and a variable capital. In all countries, 
provision is made for the supervision of the accounts of 
societies by periodical audit. In Germany, Switzerland, 
Belgium, and Italy the law fixes the responsibility of the 
government of the society, not only in the general meeting 
of the members, but also in committees and supervisory 
councils. These latter have the right to inspect at all times 
the books and accounts of the society.* 


* In Germany and Switzerland they are called Aufsichtsrat, in Italy 
sindact, and in Belgium commissaires, | 
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